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Why you need 


the Guide 


T* can affect you in relation to 
your home and family, your 
work, your savings and capital, and 
gifts that you make or receive 
(including inheritances). Whether 
you’re a non-taxpayer, a basic-rate 
taxpayer, or you pay tax at the higher 
rate, youll benefit from knowing 
your way round the tax system. 

The Tax Saving Guide 1996 
explains everything you need to 
know, and tells you how to use the 
tax rules to your advantage. 


HOW THE GUIDE CAN HELP 
The Inland Revenue is not infallible 
and its mistakes can cost you money. 
The Guide is designed to help you 
check your tax for the year that is 
about to end, and the previous tax 
years. It will also help you fill in the 
tax return that you may be receiving 
about now. 

The income tax calculator, which 
starts on p28, will help you work out 
how much tax you should be paying, 
and pinpoint any mistakes by the 
Revenue. 

You and the Inland Revenue, p4, 
contains a step-by-step guide to 
sorting out mistakes and dealing 
with problems. 


TAX CHANGES 

This Guide will help you check your 
tax for 1995-96. Where a Budget 
change affects that year’s tax, the 
Guide reflects this. Major changes 
for the 1996-97 tax year are high- 
lighted in the appropriate section. 


NEW THIS YEAR 
Self-assessment is a new system for 
assessing and collecting tax which 
takes effect in the 1996-97 tax year. 
On p30, we guide you through the 
rules and tell you what you can do 
now to prepare for self-assessment. 


HAVE WE HELPED? 

‘As a result of the advice in your tax 
guide, I have been given a refund of 
£331.19’, says John Durrant of 
Bedford, one of many readers who 
have used the Guide to help them 
save money. Our thanks to everyone 
who has written in. If you’ve found 
the Guide useful, we hope to hear 
from you, too. 


WHICH® 


TAX FACTS 
@ The tax year runs from 6 April 
1995 to 5 April 1996. 


@ The lower rate of income tax for 
the 1995-96 tax year is 20 per cent. 
You pay this on the first £3,200 of 
taxable income that you receive. 


@ The basic rate of income tax is 25 
per cent for the 1995-96 tax year. 
This is charged on the next £21,099 
of taxable income that you receive. 


@ The higher rate of income tax is 
40 per cent. You pay this on all your 
taxable income above £24,300. 


MYou get tax allowances: income 
that you are allowed to have before 
you start to pay tax. The basic per- 
sonal allowance (which everybody 
receives) is £3,525 for the 1995-96 
tax year. 


Milf you are married, you get the 
married couple’s allowance of 
£1,720. Single parents can claim the 
additional personal allowance of 
£1,720. These allowances are 
limited to 15 per cent tax in 1995- 
96. People aged 65 and over get 
higher allowances — see p47. 


B® In 1995-96 you can make capital 
gains of £6,000 before being liable 
for capital gains tax. Above this limit, 
capital gains are taxed at your 
highest income tax rate — see p56. 


@ In 1995-96 there is no inheritance 
tax to pay on estates valued at less 
than £154,000. If your estate is 
valued above this, the excess may be 
taxed at 40 per cent. 
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Robin Beckham 


MORE HELP 


Inland Revenue 
leaflets IR37 
(Appeals) 

1R120 (You and the 
Inland Revenue) 
Code of Practice 1 
(Mistakes by the 
Inland Revenue) 
Code of Practice 6 
(Collection of tax) 
Code of Practice 
10 (Information 
and advice) 

IR141 (Open 
Government). 

The Adjudicator’s 
Office leaflet (How 
to complain about 
the Inland 
Revenue) 


NEW 


The biggest 
change to the tax 
system for many 
years is the 
introduction of 
‘self-assessment’ 
from 1996-97. As 
well as allowing 
people who get a 
tax return to work 
out their own tax 
bill, it brings 
changes in its 
wake for all 
taxpayers — 
explained on p30. 


You and the 
Inland Revenue 


Knowing how the tax system works 
could save you £££. Here we explain the 
basics and how to sort out problems 


ou might have to pay any of the 
following main kinds of tax: 
Income tax on earned and invest- 
ment income 
National Insurance contribu- 
tions on your income from working 
cape wie ng on the sale or gift 


lovestionenity 

Inheritance tax on your estate after 
you die or on some gifts that you 
make during your life 

Council tax charged by your local 
authority 

Value added tax (VAT) added to the 
cost of most goods and services. 


HOW INCOME IS TAXED 

A few types of income are tax-free 
altogether — see p27. 
your income is added together, but 
you don’t have to pay tax on all of it 
because allowances and some out- 
goings can be deducted. 

Outgoings are certain payments 
you make out of your income — 
covenants to charity, for example. 
Which outgoings you can deduct 
from your income will depend 
broadly on where the income comes 
from (see ‘Schedules’, opposite). 

Your income less outgoings is 


YOUR RIGHTS 


The Inland Revenue has been trying to improve 
its treatment of taxpayers. There is a Taxpayer’s 
Charter which commits the Inland Revenue to 
the principles of helpfulness, courtesy, fairness 
and confidentiality, and which covers your right 
of appeal against its decisions. The Charter also 
reminds you of your legal duty to disclose all 
necessary information. 

The Taxpayer’s Charter is backed up by Inland 
Revenue codes of practice — see ‘More help’, 
above. For example, Code of Practice 1 states 
that if it delays in replying to a query for more 
than se months beyond its 28-d y target, it will 
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The rest of 


called your total income, against 
which you can set certain allowances 
— amounts of income which you can 
have before you start to pay tax. 
Everyone gets the basic personal 
allowance (£3,525 in 1995-96). You 
may get extra allowances or reduc- 
tions (see p48) if you’re married or 
aged 65 or over, for example. 
What’s left is called your taxable 
income, and it’s what you pay tax on. 
Working out your tax is not always 
this straightforward — partly because 
you don’t get full tax relief on all 
your outgoings and allowances. 
That’s why there’s a calculator on 
p28 to help you work out your bill. 


INFORMING THE REVENUE 

The Inland Revenue is the govern- 
ment department which deals with 
most of the taxes covered in this 
Guide. There is a tax inspector 
assigned to each locality or employer 
who works out your tax bill, and a 
separate Collector of Taxes who 
makes sure tax is paid. Some Inland 
Revenue offices have been reorgan- 
ised to bring the calculation of tax 
and tax collection under one roof. 

If you are a higher-rate taxpayer, 
self-employed, have income not 
already taxed before you get it, or 
your affairs are not straightforward, 
you will probably be sent a tax 
return. Even if you aren’t, you must 
still tell your tax office about any 
taxable capital gain or income which 
has not already been taxed in full: 
write and ask for a return. 

Tax returns are generally sent out 
just after the end of the tax year (5 
April). You have 30 days to return 
the form for the 1995-96 tax year, 
although in practice you will not be 
charged interest simply for sending 
in your return late, as long as it is 
sent in by 31 October 1996. 

If your tax return shows that you 


have not paid the right amount of 


tax (through tax deducted from 
income before you get it), you may 
get a notice of assessment. See oppo- 
site for what happens if you’ve paid 
too much or too little tax. 


REVENUE MISTAKES 

If you can get the Revenue to accept 
that it has made a serious error (for 
example, by taking a completely 
unreasonable view of the law), it will 
pay reasonable costs you incur as a 
direct result. This could include pro- 
fessional fees, postage and phone 
calls and earnings you lost through 
having to sort things out. 

Even if mistakes aren’t serious, 
but the Revenue persists in making 
them, it may pay some costs. See 
Revenue leaflet Code of Practice 1. 

If the Revenue is late in asking 
you for tax which is due, it may waive 
some or all of it, but only if: 

@ you, your employer and (for pen- 
sioners) the DSS gave the Revenue 
all the information needed, correctly 
and in time 

Mit was reasonable for you to 
assume you didn’t owe any tax 

M you weren’t told about the tax 
owed until after the end of the tax 
year after the one in which the tax 
was due — eg if the tax debt arose 
before 6 April 1994 but you weren’t 
told until after 5 April 1995. 

How much tax you pay also 
depends on your gross income in the 
year you get told about the tax bill — 
see the table, below. 


REVENUE ERRORS 


Gross % of tax 

income payable 

£15,500 or less none 

£15,501 to £18,000 25 

£18,001 to £22,000 50 | 

£22,001 to £26,000 75 

£26,001 to £40,000 90 

£40,001 or more all 
WHICH@ 


Paying too much 
tax - or too little 


f you have paid too much tax 

because of a mistake that you made 
on your return (you forgot to claim 
an allowance, for example), you can 
claim a rebate up to six years later. 
So, if you tell your tax office before 6 
April 1996, you can go back to 
assessments issued in the year to 6 
April 1990. 

But if you paid too much tax 
because of a mistake by the Inland 
Revenue or any other government 
department, you can claim a rebate 
for any year affected, up to 20 years 
ago. If you discover an error, see IR 
leaflet Code of Practice 1. 


PAYE 

The tax on earnings from a job or 
pension is usually deducted before 
you are paid, under the PAYE (Pay 
As You Earn) scheme. Your tax 
inspector works out a PAYE code 
which allows your employer or 
pension provider to deduct the 
correct amount of tax; you are sent a 
notice of coding to explain how this 
is arrived at (see p34). The wrong 
amount may have been deducted 
under PAYE: 

@ if you haven’t worked for a while 
if you didn’t give a new employer 
your P45 

@ if your circumstances change and 
you become entitled to different 
allowances or deductions 

@ if your tax code is based on an esti- 
mate (of investment income, for 
example) which proves to be wrong 
if your employer starts or stops 
providing fringe benefits (a car, for 
example). 


TAX ON INVESTMENTS 
Investment income often has some 
tax deducted before you receive it. 
You may be able to claim the tax 
back if you are a non-taxpayer or 
lower-rate taxpayer, by using a claim 
form called an R40. Inland Revenue 
leaflet IR110 includes an R40. 

You do not have to wait until the 
end of the tax year to claim. Once 
you have received all your income 
for the year, you can send off the 
form, enclosing any tax vouchers 
that you have received. 

If you are a non-taxpayer, even 
after taking into account gross inter- 
est received, you can apply for inter- 
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est on bank and building society 
accounts and on some annuities to 
be paid before tax — see p60. 


SELF-EMPLOYED 

If you are self-employed and haven’t 
yet submitted your accounts, the 
assessment will be based on an esti- 
mate of your income. Any estimated 
entries will have an ‘E’ against them. 
If an assessment is wrong, or is esti- 
mated, appeal and ask for postpone- 
ment of any tax in excess of your 
own estimate of how much you owe. 


PAYING BACK 
OVERPAYMENTS 

The Inland Revenue will either 
return overpaid tax by cheque or 
offset the overpayment against tax 
you owe for a different year or on a 
different source of income. 

You may get interest on your 
refund. Interest begins 12 months 
after the end of the tax year for which 
you are being refunded, or after the 
end of the tax year in which you paid 
the tax, whichever is later. Interest is 
tax-free: the rate varies but was 7 per 
cent when we went to press. 


IF YOU’VE PAID TOO LITTLE 
You may have paid too little tax if: 

@ your tax was based on an estimate 
of income which proved too low 
Myou did not disclose all your 
income for the year 

@ your circumstances changed and 
you received allowances to which 
you were not entitled. 

If you owe tax, the Revenue will 
normally send you a notice of assess- 
ment. You will certainly get one if 
you are self-employed; you may also 
get one if you have untaxed income, 
capital gains, are a higher-rate tax- 
payer or have paid the wrong 
amount of tax in the past. 

The notice of assessment may be 
accompanied by a demand for 
payment (although if you are on 
PAYE and the amount is small, it 
may be collected by reducing your 
PAYE code). The Inland Revenue 
may also charge interest from the 
date the tax was due: the rate varies 
but was 7 per cent when we went to 
press. The ‘due date’ is shown on the 
notice of assessment, but if the 
Inland Revenue wasn’t able to issue 


INCORRECT DEMANDS 


The Inland Revenue 
sent John Bond two tax 
demands for the 1994- 
95 tax year. In July 
1995, a tax officer 
convinced him that 
both demands were in 
order. John reminded 
her that he had retired 
and that payments he 
had been receiving 
from his ex-partner had 
now ceased, and she 
made a note of this on 
file. She also assured 
him that he was up-to- 
date with his tax. 

Six weeks later, he 
was sent another 
demand, this time for 
the 1995-96 tax year. 
It included a sum 
alleged to have been 
paid by his ex-partner 
during the year. John 
appealed, but he was 
still waiting for news 
of his appeal last 
December. 


it at the normal time (because your 
tax return was late, for example) it is 
normally 30 days after the date on 
the assessment. 

Check your notice of assessment 
as soon as you get it (see p32 for how 
to do this). If it is wrong, you have 
only 30 days to appeal, although 
appeals which are late for good 
reason (you were away when the 
assessment came, for example) may 
be allowed. 

If you appeal, you must still pay 
the tax demanded, unless you also 
apply to postpone any tax in excess 
of what you think you owe. Note 
that you may be charged interest if it 
turns out you did owe the tax. 


tax basics 
[aereriaes Sues C5 | 


SCHEDULES 


Tax law divides 
income into 
categories called 
schedules — and 
the schedule your 
income comes 
under will affect 
which outgoings 
you can claim and 
when. For 
example, Schedule 
E covers income 
from pensions and 
employment, 
Schedule D covers 
income from self- 
employment and 
from some 
investments, and 
Schedule A covers 
most income from 
property. 


‘GROSSING UP’ 


To work out 
whether you have 
paid the right tax 
on investment 
income paid after 
tax (net) you may 
need to ‘gross up’ 
the amount 
received. To do 
this, divide the 
after-tax amount 
by 0.75 (where 25 
per cent tax was 
deducted, eg on 
interest) or by 
0.80 (where 20 per 
tax was deducted, 
eg on most 
dividends). 
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A step-by-step guide to 
sorting out tax troubles 


Follow the steps 


on the right to get 

problems with the Are you worried 

Inland Revenue that too much tax is 

sorted out. being deducted 
from your salary or 
pension? Or that 
your allowances 
are wrong? 
Still puzzled? 
Approach your Tax 
Inspector 
Have you met with 
delay, rudeness, 
maladministration 
or incompetence? 
Still got nowhere? 

NEW 
If this fails 

You can now 

inspect Inland 

Revenue internal No joy with the 

guidance manuals Controller? 

at any Tax Enquiry 

Centre. And 

in some 

circumstances 

you can now ask 

the Revenue for its Still unhappy, or 

interpretation of have you met with 

tax legislation extreme delay or 

(although there maladministration? 

may be a charge). 


See leaflet |R141. 


PROBLEMS WITH TAX OFFICE ADMINISTRATION 


See p25 to make sure that you’ve got 
the facts right about the allowances 
you’re entitled to. Check your latest 
notice of coding and payslip to 
ensure that your employer is using 
the correct PAYE code (see p34). 


Ring your tax office or local Tax 
Enquiry Centre to check the rules. 
Get them to say exactly which rules 
they think apply. 


Give your name, National Insurance 
number and tax reference number. 
Take down the Tax Inspector’s name. 
Keep copies of letters. 


Remind the Inspector of your rights 
under the Taxpayer’s Charter. Six 
to eight weeks’ delay is worth 
complaining about. 


Write to your District Inspector, 
whose name is on tax office letters, 
heading the letter ‘Complaint’. 


Contact the Regional Controller. Your 
tax office must tell you how. 


If the problem arose after 5 April 
1993, write to the Adjudicator’s 
Office, Haymarket House, 

28 Haymarket, London SW1Y 4SP 
(0171 930 2292). 


Through an MP, you can complain to 
the Parliamentary Commissioner for 
Administration (the Ombudsman). 
The Adjudicator won’t deal with 
matters investigated (or still under 
investigation) by the Ombudsman. 


TOO MUCH TAX ON YOUR ASSESSMENT 


Appeal within 30 
days 


Have you missed 
the 30-day 
deadline? 


If you cannot reach 
agreement with 
your Tax Inspector 


If you don’t agree 
with the 
Commissioners’ 
decision on a point 
of fact 


If you don’t agree 
with the 
Commissioners’ 
decision on a point 
of law 


Write to the Tax Inspector named on 
your notice of assessment, saying 
that you wish to appeal, 

and giving reasons. Ask for a 
postponement of the excess amount 
of tax due. Let them know if you’ll 
need time to get your case together. 
See leaflet IR37 for help. 


You may still be able to appeal if 
you’ve a good reason for the delay — 
you were on holiday, for example. 


The case will go to a hearing of the 
Commissioners of Tax. General 
Commissioners deal with most 
cases; Special Commissioners deal 
with cases which require expertise — 
you may request that your case be 
heard by one of these. You can be 
represented by, for example, a lawyer, 
accountant or tax specialist (such as 
a member of the Chartered Institute 
of Taxation), but this can be 
expensive. 


No further appeal normally, but 

you can complain about 
maladministration by the Revenue if 
applicable — see left. 


You can take your case to the High 
Court — the Court of Session in 
Scotland or the Court of Appeal in 
Northern Ireland. Tell the 
Commissioners’ clerk in writing 


TIP 


If you have a complaint which you can’t resolve 
with the Revenue, try the Adjudicator. Mr H 
complained that the Revenue had failed to take 
his pension into account when working out his 
tax. Although he told his tax office about this, it 
later made the same mistake again. 

The Revenue wouldn’t waive the ase on his 


6 TAX SAVING GUIDE 1996 


within 30 days, enclosing £25. 
Consider the possible costs of this 
route, along with the interest building 
up on any tax due. 


FINDING YOUR TAX OFFICE 


f you have a general enquiry about tax, 

phone one of the Tax Enquiry Centres. 
They are listed in the phone book under 
‘Inland Revenue’. If you have a specific 
enquiry about your tax affairs, contact 
your Tax Inspector. 


Where is your tax office? 

You’ll find tax offices in the phone book 
under ‘Inland Revenue’. But your tax 
office won’t necessarily be the one closest 
to you. If you are an employee or your 
main source of income is a pension from a 


former employer, your tax office will 
depend on the location of your employ- 
er’s main office or whoever pays the 
pension. If you’re self-employed, your tax 
office depends on your business address. 
If you’re unemployed, you remain with 
your last tax office. And if your only 
sources of income are from investments, 
it is the office that covers your home 
address. If you complete form R40 to 
reclaim tax, only a few offices deal with 
these — they are listed in Inland Revenue 
leaflet IR110. 


WHICH® 
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TIPS 


When filling in 
details of your 
income, round 
down each total to 
the nearest pound 
below, eg enter 
£11.95 as £11. 
But enter exact 
amounts of tax 
credits, dividends 
and distributions. 
When you enter 
outgoings, round 
up the figure in 
each section to 
the nearest pound 
above, eg for 
£387.01, enter 
£388. 

There may be 
insufficient space 
to give all the 
information. If so, 
use a separate 
sheet. If you are 
unsure about 
anything, list your 
queries ina 
covering letter. 
Before sending 
back your return, 
take a photocopy, 
or keep a note of 
your entries in the 
boxes provided in 
the Revenue’s 
notes. 

Don’t send your 
tax office a 
photocopy of your 
completed return. 
It will accept a 
photocopy of the 
form, though, 
provided you 
write your 
answers on to the 
photocopy itself 
and sign it. 

If you produce a 
return ona 
computer, make 
sure the Revenue 
has approved the 
design and 
wording. 
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How to 


your tax return 


fill in 


If the Inland Revenue sends you a tax return, this 
chapter will help take the pain out of filling it in 


he Inland Revenue will be 

sending out this year’s tax 
returns soon. Not everybody will get 
a tax return but, if you do, this 
chapter is a step-by-step guide to 
help you to fill it in. 


1996-97 TAX RETURN 

The tax return deals with two tax 
years, 1995-96 and 1996-97. It 
looks back to your income, out- 
goings and capital gains during the 
1995-96 tax year — ie in the tax year 
ending 5 April 1996. 

It also looks forward to the 
allowances you will receive in the 
1996-97 tax year, which starts on 6 
April 1996. This is so that your tax 
office can decide which allowances 
you will qualify for in the coming tax 
year, and so that it can check the Pay 
As You Earn (PAYE) code it has 
given you if you are an employee. 


WHICH TYPE OF TAX 
RETURN IS FOR YOU? 
Currently, there are different types 
of tax return for different sorts of 
taxpayer (this will change next year 
when self-assessment comes in). 
Each form has a number in the 
bottom left-hand corner of its first 
page. There are three main types. 


Form P1 This is the simplest tax 
return. If you are an employee, your 
tax affairs aren’t complicated and 


you earn at a rate of less than £8,500 
a year, this is the form you’ll proba- 
bly get. You may not need to fill in 
one every year unless you have new 
sources of income to declare. 


Form 11P This return is mainly for 
employees who earn at a rate of 
£8,500 or more a year, or who have 
more complex tax affairs. 


Form 11 This return is mainly for 
the self-employed, whether sole 
traders or in a partnership. 


Forms 11 and 11P are very similar, 
but we have used form 11P as the 
basis of our advice and explanation 
in this chapter. 


DO YOU HAVE (OR NEED) 
ANOTHER FORM? 

You may be sent tax claim form 
R40 if you have to claim back tax 
regularly. To get an unclaimed 
allowance for an earlier year, ask the 
Revenue for form 11PA. If you’re 
in a partnership, the partnership will 
be sent form 1. Individual partners 
will get their own individual tax 
returns, too. 


WHY YOU NEED TO FILL 

IN YOUR TAX RETURN 

If you don’t complete a tax return 
sent to you, the Inland Revenue may 
think that you are concealing income 


filling in a tax return 
a Ls 


MORE HELP 


You can contact 
your tax office, 
quoting the 
reference on your 
return, or, for 
general enquiries, 
a Tax Enquiry 
Centre. For more 
information about 
self-assessment, 
see Inland 
Revenue leaflet 
SA/BK1, or phone 
the Revenue on 
0345 161514. 


and investigate your tax affairs. And 
if you’re on PAYE, your PAYE code 
may be reduced, sometimes to zero. 

Fill in your return carefully, date 
it, sign it and send it back within 30 
days. If you can’t meet the 30-day 
deadline, tell your tax office. If you 
don’t send it back by 31 October 
1996, the Revenue may charge 
interest on any tax due. 


FINDING YOUR WAY 
AROUND 

We illustrate form 11P section by 
section, and have put in some sign- 
posts to help you use this part of the 
Tax Saving Guide. 


DO YOU NEED TO FILL THIS IN? 


This tells you whether you need to 
complete the relevant section. 


WHAT YOU NEED TO FILL IT IN 


This lists the information to have at 
hand when completing the return. 


WHAT TO ENTER 


This tells you what to write and 
where it should go. 


MORE HELP 
This points you to other parts of 
this Guide and lists leaflets which 


will explain things in greater detail. e 
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EXPENSES 


V you can claim 

X you can’t claim 
V Fees, books for 
full-time training 
course in the UK 
lasting between 
four weeks and a 
year. Your employer 
must require or 
encourage you to 
go on the course, 
and pay you while 
you're on it. You 
may be allowed the 
extra living and 
travel costs. 
Professional 
subscriptions 
relevant to job. 

X Fees and books 
for other courses or 
evening classes. 
Exam fees. Resit 
courses or exams. 
V Replacing, 
cleaning, repairing 
protective clothing 
and uniform 
necessary for your 
job, which you are 
required to buy. 
Cleaning protective 
or functional 
clothing bought by 
your employer, if 
Cleaning facilities 
are not provided. 

X Ordinary clothes 
which you could 
wear outside work. 
V Maintaining and 
repairing factory/ 
workshop tools and 
instruments you're 
required to provide. 
Replacing tools and 
instruments less 
any amount from 
sale of old ones, 
provided new ones 
not inherently 
better than the old. 
X Initial cost of 
instruments and 
tools, but you may 
be able to claim 
capital allowances. 
V Reference 
books necessary 
for your job 


Income from 
employment etc 


DO YOU NEED TO FILL THIS IN? 


You will need to fill in this section if; 
@ you work as an employee either 


full- or part-time and earn a salary or 
wages, bonuses, commission, tips or 
taxable benefits, or belong to a | 


profit-sharing scheme 
Myou’ve received a lump sum 
payment 


@ you work abroad but are liable for : 
UK tax (if you’re considered to be | 
: the UK 


resident in the UK for tax purposes) 
@ you get directors’ fees, or money 
from other offices you’ve held. 


WHAT YOU NEED TOFILLITIN & 


: M amounts an employer pays into a | 
retirement benefit scheme or uses to : 
: Broadly, an expense is allowable if 
» you spend money ‘wholly, exclusive- 
' ly and necessarily in the performance 
- of the duties of your employment’. 


To fill this section in, you’ll need: 
@ your P60, which your employer 
should give you soon after 5 April 


@ a list of all your taxable benefits. 
For how to work this out yourself, : 
see p40. Alternatively, ask your - 
: M@ Payments which are solely for : 
: your work (though there are excep- 


employer for a copy of form P11D 


@ a list of fixed expense allowances | 
and expenses for which you’ve been | 
reimbursed. If you haven’t kept : 


records of these, get a copy of form 
P11D for details 
@ details of redundancy or other 


payments you received when you left : 


your job, which weren’t part of your 
terms and conditions of employment 
@ confirmation that, if you received 
money from a profit-sharing scheme, 
the scheme is ‘approved’ 

@ a list of the dates when you were 
working abroad if you want to claim 
the foreign earnings deduction. 


WHAT TO ENTER 


1 Wages, salary, fees, bonuses 
etc Enter your occupation, your 
employer’s name and address as it 
appears on your P6O and your gross 
earnings, after deducting any 
payments to your employer's pension 
scheme, payroll giving donations you 
made and relief on profit-related pay. If 
you have more than one job, you 
should enter your earnings from each 
of them. Enter all the income you 
received even if it relates to work not 
yet done. 


2 Enter any Lump sum and 
compensation payments received 
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even if you think they should be tax-free. 
You will be given any exemptions which 
may be due. 


These payments are usually 
tax-free, unless they are in 
the terms of your contract 


w Any lump sum for an injury or dis- | 
ability which meant you couldn’t | 


carry on your job 
@ compensation for loss of a job 
done entirely or substantially outside 


@ gratuities from the armed forces 


@ certain lump sums or a refund of | 
pension contributions from employ- | 


ers’ pension schemes 


buy an annuity. 


The first £30,000 of the 
following payments are 
usually tax-free 


redundancy 


B pay in licu of notice, provided it’s © 
not part of your conditions of service - 
@ other payments, provided they’re : 
- just for you, and it must be incurred 


not for work done, didn’t form part 


of your conditions of service, and, : 


technically at least, are unexpected. 


3 Profit-related pay and profit 
sharing Enter the number of profit- 
related schemes you belong to. Tick if 
you received money from your profit- 
sharing scheme which was taxed but 


your employer). Tick if you included 
your profit sharing under 1 above — 
see leaflet IR95. 


4 Other payments Enter details of tips 
and other cash-in-hand payments. 


5 Car and car fuel Complete this if a 
car provided by your employer is 
available for your private use. The 
taxation of company cars is explained 
on p39). Tick for the number of 
business miles you travelled. Tick the 
petrol or diesel box if your employer 
paid for petrol for your private use in 
the car provided. See 1R133. 


: 6 Other benefits in kind and 


expenses allowances Enter the 
type of benefit you received and its 


taxable value. If you earn (in cash plus 
benefits) at a rate of less than £8,500 a 
year and are not a director, you may not 
be taxed on the full value of your 
benefits — see p38. Some will be tax- 
free. Also list here any expenses you 
receive. Ask your employer if they have 
a ‘dispensation’ — an agreement with 
the Revenue which will allow you to 
leave out some of your expenses. 


7 Expenses for which you wish to 


claim List all the expenses you're 
claiming and enter the amount. If you 
pay fees or annual subscriptions to a 
professional body, enter the name of 
the body and amount you’re claiming. 


Details of your expenses 


This means the expense must be 
incurred solely for the purpose of 


tions, such as using your own car for 
work purposes), it must be necessary 
for anybody doing your job and not 


in doing your job. See margins on 
these two pages for a list. 
Keep a written record of all your 


- expenses, preferably with receipts. If 
» you use your car partly for business, 
' partly privately, keep a record of your 
' business mileage (along with details 
- of total mileage and running costs). 
not under PAYE (check your P60 or ask: 

: 8 Earnings from work abroad 


If you want to claim the foreign 
earnings deduction (see below), 
enter your job, the name and address 
of your employer, the date you left the 
country, the date you came back and 
the amount you earned during this 
period in the 1995-96 tax year. 


: Do you qualify for the 

: foreign earnings deduction? 
» You may do if you have worked 
: abroad for 365 days or more contin- 
- uously, even if you have had visits 


home in that time. If so, you don’t 
have to pay UK tax on your earnings. 


: The rules are complicated — see 
: leaflet IR20 or IR58. If you miss 
» out, you may be able to claim double 
* taxation relief — ask your tax office. 


WHICH@ 


Income from employment etc — year to 5 April 1996 


Complete this section if you worked for an employer, full time, part-time, or on a casual basis, or for an agency. Also fill it 
in if you received director's fees, or payments, or benefits from any office you held. 
Iryouhave been Wages, salary, fees, bonuses etc 

give form P60 by = 

your employer, it | Your occupation and employer(s) name(s) and address(es) 

should cc 1tain —_—— oa — = 
the information | | |£ 
you need. Give | Personnel Manager | 
beforetox Ifyou | Smith and Sinclair Ltd 


| 
a Sor se 16-18 Blackwood Road | 
| 


See note 1 


note 2. If you 


are not a director London SW18 2HN 


See note 3. 


See note 4 Lump sum and compensation payments 
ome of these Give the amount of any lump sum or Ronen eae you received during 1995-96 
e 


ayments are . . | 
ea liable to tax, unless the whole payment has been taxed and inclu in Wages, salary, fees, bonuses, etcabove |£. 


Profit related pay and profit sharing schemes 
Give the number of profit related pay schemes to which you belong 1 


Tick here if you received a taxed sum from the trustees of an approved profit sharing scheme 


Tick here if this sum is included under Wages, salary, fees, bonuses, etc above. 


11P (1996) CCO 12/95 


Other payments received 
Give the amount and type of work you did and the name(s) and address(es) of any employer(s) 
If it is the same as on page 1, write “As page 1”. 


Business mileage is Car and car fuel benefits 


mileage necessarily 7] A ‘ 
travelled Inthe Tick here if you, or a member of your family, V 
course of your or household were provided with a car during the year | 


work. Itdoesnot because of your job and it was available for private use. 


stil Tick the box corresponding with your business mileage in the car. If the car was unavailable for part of the year, the 

home andwork. business mileage limits are reduced proportionately. 

See note 5. If you received car fuel for private travel in the car provided for you (or a member of your family or household) tick the 
y p p y y' y 


appropriate box for the type of fuel. 


Tick here if you changed your car in the year 


Car fuel benefit only 
Make and model Less than 2.500 2,500 to 17999 18,000 or over Petrol Diesel 


cart Ford Granada) Y [v] 
a2[ | {| | [ [| 


For examples of the Other benefits in kind and expenses allowances 
Ce on ies, List the benefits and give their values if you know them. List also types of expenses allowances made to you and give the total 
’ amounts. You can leave out altogether in this item (and the next item) all amounts where the Inland Revenue had agreed with your 
employer that the expenses paid to you are allowable and no tax will be payable. (This is known as a dispensation.) 


Mobile Telephone 


See note 6. Expenses for which you wish to claim a deduction 
List here the types of expenses and give the amounts. 


| Subscription to Institute of Personnel and Development 


ifyou were abroad ~Earnings from work abroad 
for all or nearly all ~~ Qnly complete this item if you wish to claim foreign earnings deduction. 


of a 365 day 
period you may be 
able to claim a | 

foreign earnings | Personnel Manager 


159 on you | Smith and Sinclair SA. 
Wereiemployed:by Rue Pasteur, 13810, Eygalieres, France 


the Crown). Ask 


for Goi : ; 
othe Dates of period(s) spent abroad 


IRS8) If you have | a ] fF wc ate ~=~*~*~<S;7<S; i 

padtregntaron from | 6/3/94 | to | 5/5/95 as 

earnings youmay — Give the amount of your earnings in 1995-96 already included under one of the income items 
ry 

be able to claim above which relates to the periods you have worked abroad 

double taxation P you 

relief, See note 7. 


State your occupation abroad and employer's name and overseas address 


WHICH® 


filling in 


EXPENSES 
(CONT’D ) 


which you're 
required to provide. 
If the book's useful 
life is over two 
years, you may 
have to claim 
capital allowances 
instead. Stationery 
used strictly for 
your job. 

X Books useful, 
but not necessary, 
for your job. 
Stationery that is 
not used strictly for 
your job. 

V Interest on loans 
to buy equipment 
necessary for your 
job. 

X Overdraft or 
credit card interest. 
Vv Expenses 
incurred strictly in 
the course of doing 
your job. Running 
costs of your own 
car: the whole cost 
if used only and 
necessarily to do 
your job; proportion 
of the cost if used 
privately as well. If 
your employer 
requires you to use 
your own car for 
business purposes, 
and you're paid 
less than it costs 
you, claim the extra 
cost. If you pay for 
the running costs 
of a company car, 
claim a proportion 
of the cost for 
business mileage. 
Part or all of the 
interest on a loan 
to buy a car for 
business use. 

X Travel to and 
from work. 

V If you have a 
permanent home, 
you can claim 
reasonable hotel 
expenses when 
travelling because 
of yourjob. p> 
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MORE HELP 


Working for 
yourself, p41 
Self-assessment, 
p30 

Inland Revenue 
leaflets IR26 
(Changes of 
accounting date) 
R28 (Starting in 
business) 
IR56/NI39 
(Employed or self- 
employed?) 

1R104 (Simple tax 
accounts) 

1R105 (How your 
profits are taxed) 
IR24 (Class 4 
National 
Insurance 
contributions) 
SA/BK2 (Self- 
assessment: A 
guide for the self- 
employed) 
SA/BK3 (Self- 
assessment: A 
guide to keeping 
records for the 
self-employed) 
SA/BK4(A general 
guide to record 
keeping) 


TIP 


Enter income from 
one-off freelance 
or spare-time 
workunder All 
other income or 
profits (see p16). 
Enter income from 
the Rent A Room 
scheme under 
Income from 
property (see 
p12). However, 
income from 
letting roomsin 
your only or main 
home which 
counts as a trade 
is normally 
included under 
Income from self- 
employment. 


See note 8 about 
keeping records. 
See note 10 about 
partnerships. 


Details of your business 
State what kind of self-employed work you do 


Personnel Consultant 


Business name and address (if different from that shown at the top of the page) 


As Above 


See note 11. 


Tick here if providing furnished accommodation in your only or main home amounts to a trade 


and you are in the Rent A Room scheme. 


Ask for Simple Tax 
Accounts (leaflet 
1R104). 


> 


— 


Accounts information — businesses with a turnover of less than £15,000 
Read the note on page 3 first. If you were in business on your own, or in a partnership and your turnover (or the 


partnership's turnover) was less than £15,000 a year you do not need to send accounts even if accounts are required with this 
Return. You may instead give details of your turnover and allowable business expenses in the boxes below for the period 
covered by your accounts or statement of turnover. Give the dates of the period on page 3. 


See note 12. Turnover 


See note 13. 


Allowable business expenses £ 


£ 


Important 
— please 
read 


Profit 


Preparing for Self Assessment — all businesses 
Under Self Assessment profits will be calculated on a current year basis. This means that the profits earned in the tax year are taxed 
at the end of that year. You only need to complete the Accounts information section on page 2 or below if 


* you started in business after 5 April 1994 


* you are claiming losses for 1995-96 tegadies of when your business started) 
© your business ceased during the year 1 


195-96. 


If your business started on or before 5 April 1994, please read note 2 about accounts information in Filling in your 1996 Tax Retum. 


See note 9. 


Do not complete either Accounts Information section if you tick this box. 


Tick this box if your 1995-96 assessment will be based on accounts information supplied with your 1995 Tax Return. The 
profit of the accounts, or profit statement, for the period ended in 1995-96 will form part of your assessment for 1996-97. 


Accounts information — businesses with a turnover of more than £15,000 


If your turnover was £15,000 or more, return this form with a statement of 
by full accounts. You can also do this if your turnover was less than £15,00' 


turnover and expenses on page 2. 


See note 15, 


Period covered by your accounts or statement of turnover and expenses 


Neon rofit or loss for tax purposes supported 
and you have chosen not to enter your 


Give the period covered by P hea! accounts (or the partnership accounts), or by the statement of turnover and expenses on 


page 1, which ended on a 


Start of period 


Profit 


ate in the 1995-96 tax year. If you stopped being self-employed, give the date you stopped. 


— 
| End of period 


Your profit for tax purposes is your turnover less allowable business expenses. It does not 
include enterprise allowance received. Give your profit for the accounting period shown 


See note 14. 


All businesses 


above. If you have made a loss, enter “NIL”. 
Profit for tax purposes 


If you have not completed either of the Accounts Information sections above you do not need to enter the items shown 


here except that in all cases you must show any Enterprise allowance received. 
Capital allowances 
Give the amount you are claiming or tick the box and give details on a separate sheet 


See note 16. 


of paper if you want me to work out the figure. 


See note 17. 


Balancing adjustments 
Give the amount and say whether it is a charge or an allowance, or tick the box and 


give details on a separate sheet of paper if you want me to work out the figure. 


See note 18. 


To find out if you 
qualify see note 
19. 


Type of relief 


Income from 
self-employment | 


DO YOU NEED TO FILL THIS IN7E 


Complete this if you: 
@ get income from work you do on 
a self-employed or freelance basis 
Mare in a partnership, or run a busi- 
ness which is not a limited company. 


WHAT YOU NEED TOFILLITIN & 


You may need to give details of your 
profits; for how to work them out, : 
see p41. You may need full accounts. 


SELF-ASSESSMENT 

You do not have to supply accounts - 
on this year’s return provided your : 
business is a continuing one; you - 
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Enterprise allowance received 


Relief on Class 4 National Insurance 


began in business before 6 April 
1994, and your business is making a 
profit; and you are not making a 
claim for loss relief for 1995-96. 


Tick the box under ‘Preparing for | 
self-assessment’ instead and state any | 


Enterprise allowance received. 


WHAT TO ENTER 3 


1 Details of your business |f you need 
to fill this in, enter business's name, 
address, and description of type of work. 


Accounts information — turnover 
less than £15,000 Enter Turnover 
(income earned before taking expenses 
into account) minus Allowable 
expenses (see p43 — keep full records 
in case of queries) to get Profit. 


2 


Preparing for self-assessment Tick 
if you do not have to supply accounts. 


3 


5 


6 


Amount 


Period covered by your accounts 
Give dates of accounting period which 
ended in the 1995-96 tax year. 


Profit for tax purposes Enter your 
profits (for partnerships, enter your 
share). If necessary, estimate the figure 
and write ‘accounts to come’. 


Capital allowances and balancing 
adjustments |f you're not sure what 
you can claim, give details of your 
acquisitions and disposals so figures 
can be worked out for you — see IR106. 


Enterprise allowance received 
Don’t include this in turnover or profit. 


Relief on Class 4 National 
Insurance You can claim further relief 
for trading losses, annual payments and 
interest paid, but not included in 
allowable expenses — see IR24. 


WHICH@ 


information ask A 
forincome Tax State pensions 
and Pensioners 
(leaflet 1R121). 


Other pensions 


which the payer 
Gould hate. of your pensions for 1995-96 


If you are a married man enter only the amount payable to you. 
See note 20 for If you are a married woman enter the pension payable to you, even if it was paid to you 
what countsasa aS. a result of your husband’s contributions. Include widow’s pension here but enter 
state pension. widowed mother’s allowance under Other Social Security benefits on page 4. 


Give the full amount you were entitled to in 1995-96. 


Include © pensions from a former employer (paid either in the UK) or abroad 

* pensions you receive from your late husband’s/wife’s employer paid with in the UK or abroad 

* pensions from a personal pension plan or retirement annuity contract 

* pensions from Free Standing Additional Voluntary Contribution Schemes 

* pensions for injuries at work or for work-related illness 

* other pensions from abroad 

* pensions from service in the armed forces. 
You should find Do not include war widows’ pensions, and pensions for wounds or disability in military 
the information service, or for other war injuries as these are not taxable. 
on the form P60 ~—- Give the name(s) and address(es) of the payer(s) of the pension and the full amount before tax 


Income from pensions and superannuation — year to 5 April 1996 
ifyou want more _Complete this section if you received or were entitled to a pension in 1995-96. 


£3060 


jiven you after D.. 
the end of the Betagamma Ltd 
tax year, or an) 
other certificate Wells way 
of pension paid | Bristol BS18 1HS 


note 19 if your 


ended 5 April 1996.) 


See note 20 for 


State pension. if after you receive or 
5 April 1996 expect to receive 


Income from pensions — year to 5 April 1997 


This section asks for pension(s) information for the year ending on 5 April 1997. This information is needed to help us get 
any PAYE tax code you may have right. (The section on page 3 asked for details of the pension you received for the year 


withdrawals from a personal pension sc! 
pension you receive or expect to receive, please show 
* for pensions you already receive — the amount you get at the time you fill in this form 
* for pensions you expect to start receiving — the amount you will get if you know it. 


| 


what counts asa Starting date Amount of pension How often is the amount shown paid? Tick if Tick 


deducted. See Surpluses repaid from a Free Standing Additional Voluntary Contribution Scheme 
pension is from Complete this item if, when you retired or left pensionable service, some of your contributions 
abroad. from a Free Standing Additional Voluntary Contribution (FSAVC) Scheme were repaid to you. 


If you currently receive a pension, or i to start receiving a pension before 6 April 1997, pecs income 
eme, please give the details asked for below. In the column 


if 


each week, every 4 weeks, each month, after _ state 


every 3 months or each year tax pension Name of payer if not a state pension 


ve | 


| | 


eaded Amount of 


jo 


| 


Income from 
pensions and 
superannuation 


receive any personal pensions, you 
will need a statement showing how 
much you have been paid (you 
should receive this from your 
pension providers). 


@ WHAT TO ENTER 


DO YOU NEED TO FILL THIS IN? 


Complete this section if you received ‘ 
a pension in the 1995-96 tax year, or 
if you expect to get one in 1996-97. 


WHAT YOU NEED TO FILLITIN & 


State pensions As well as the basic 
state pension, include any SERPS, 
graduated pension, widow’s pension, 
the age addition if you're over 80, and 
any dependency addition for adults. 


2 Other pensions Enter the name and 


You’ll need to find out details of the | 
state pension that you were entitled 
to (the DSS can tell you: contact : 
your local office if you haven’t heard © 
from them already). If you receive a - 
pension from a former employer | 
which is taxed under PAYE, you 
should get a P60 form. If you 


WHICHO 


address of whoever pays you the 
pension and the gross (before-tax) 
amount of each pension in the 
1995-96 tax year. 


3 Surpluses repaid from an FSAVC 
scheme You may have paid 
contributions into an FSAVC scheme 


4 


which exceed the Inland Revenue’s 
permitted limits. If they are repaid, they 
will have 35 per cent tax deducted 
before you receive the refund. 
However, you should enter the gross 
amount here. 


Pensions you currently receive or 
expect to receive Enter the 
frequency with which each pension is 
paid and the amount. If you haven't 
started receiving a state or private 
pension yet, remember that you can 
usually choose how frequently you 
want it to be paid. If you only know the 
after-tax amount of your pension, tick 
the box to indicate this. You should also 
provide details if you expect to start 
receiving a pension before 6 April 
1997. Tick if it's a state pension. This 
helps the Inland Revenue to work out 
your income tax code for the 1996-97 
tax year. 


filling in 


MORE HELP 


Building up a 
pension, p44 
Inland Revenue 
leaflets IR78 
(Personal 
pensions: A guide 
for tax) 

1R121 (Income tax 
and pensioners) 


> 
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MORE HELP 


At home with tax, 
p54 

Inland Revenue 
leaflets IR41 
(Income tax and 
the unemployed) 
IR42 (Lay-offs and 
short-time work) 
IR78 (Personal 
pensions: A guide 
for tax) 

IR144 (Income tax 
and incapacity 
benefit) 

IR43 (Income tax 
and strikes) 

IR87 (Rooms to 
let: including the 
Rent A Room 
scheme) 

IR150 (A guide to 
income tax on 
rents from UK 
property) 


For information 
about benefits 

see note 21 or 

ask your Tax 


Office for 
Income Tax and Name of benefit office 
the —_— _—— a | f. 7 
Unemployed | | £ 
(leaflet IR41) or ES Eee PRE z SSS SSS 
2 Income Taxand If you claimed incapacity benefit give the amount of taxable benefit [ 
Incapacity you were entitled to in 1995-96 \£ 
benefit (leaflet . é = 
3 1R144). Other Social Security benefits 
If you claimed any of the benefits shown, give the full amount you were entitled to for 1995-96 — 
Widowed mother’s allowance |£ 
If the benefit you ==> == 
are claiming is Invalid care allowance £ 
not listed here, — ee 
do not need —————————————— 
togve details. Industrial death benefit \£ 
Income from property — year to 5 April 1996 
Complete this section if you received income from letting property in the UK or abroad. Please note that there have been 
major changes to the rules taxing income from property in the UK, whether from furnished or unfurnished properties or 
holiday lettings. It is important that you read notes 22 to 26 before you complete this section. 
4 Type of rental 
Tick to show type of rental (you can tick more than one box) 
Income from furnished lettings under the Rent A Room scheme | 
Rental income and other receipts from property or land in the UK 
Chargeable premiums arising from leases ; 
Furnished holiday lettings in the UK 
Income from property or land overseas | 
The changes mean it may be necessary to adjust your profit figure because of the new rules. Any computation you attach to this Return 
(or send in at a later date) should state clearly what type of income from property it relates to so that the correct rules can be applied. 
See note 22 Please tick this box if you have made a transitional adjustment when working out the profit 


Gross income 
includes rent and + 
payments for | 
related services. 
Capital | 
allowances and 
balancing 

charges can only 
arise if the letting 
amounts toa 


trade. See note Enter 
4, 


Income from a 
holiday letting may 
affect the amount 
of relief due to you 
for Retirement 
Annuity payments 
etc. See note 25 
for what counts 
as a holiday 
letting. 


National 
Insurance and 
social security 
benefits 


DO YOU NEED TO FILL THIS IN? 


You need to complete this if, in the 
1995-96 tax year, you received any 
of the following taxable benefits: 

@ unemployment benefit 

Hincome support (if you were 
unemployed, on short-time work, 
temporarily laid off or on strike) 

@ invalid care allowance 

@ widowed mother’s allowance 


@ industrial death benefit (other | 


than a lump sum) 
Msome payments of 
benefit. 


incapacity 
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Income from National Insurance and Social Security benefits — year to 5 April 1996 


If you claimed unemployment benefit, or income support because you were unemployed, 
during 1995-96 give the name of your benefit office and the amount you received in the year. 


figure shown on this Return 


Furnished rooms in your only or main home 
The Rent A Room scheme only applies to homes in the UK. Under the Rent A Room scheme the first £3,250 of gross income from 
furnished rooms in your only or main home can be tax free but you cannot claim any expenses or capital allowances. The tax free 
amount is reduced to £1,625 if someone else is also letting furnished rooms in your home. You can choose not to take part in the 
scheme and instead declare all the income and claim expenses and capital allowances in the normal way. Rent A Room does not 
apply to the provision of office or business accommodation in your home. 
Tick one of the boxes below 


Your gross income plus any balancing charges was no more than £3,250 (or £1,625 if 
! appropriate) and you want to be in the Rent A Room scheme. 
Your gross income excluding any balancing charge was more than £3,250 (or £1,625 if 
appropriate) but you want the Rent A Room scheme to apply. You will be assessed on 
the ditference between the rents and the tax free amount and you cannot claim 
expenses or capital allowances against the tax free amount. 


* your gross income (excluding any balancing charge) | 

} 
* the tax free amount £3,250 (or £1,625 if appropriate) | if | 
¢ balancing charge if any lg 


If the income is from a furnished holiday letting, put a cross in this box. 

You do not want to be part of the Rent a Room Scheme. Your rental income, expenses and capital allowances will 
be treated in the normal way. Give details on page 5 unless your lettings amount to a trade. In this case give details 
under Income from self employment on pages 1 and 2. 


WHAT TO ENTER 


Find out the amount of benefit that 
you received in the 1995-96 tax year 
(unless you got income support or 
unemployment benefit, in which 
case your benefit office will work out 
the amount for you) and give the 
details to your tax office. 

Your local benefit office should 


be able to give you a statement of | 


taxable benefits. 


1 Unemployment benefit or income 
support Enter the name of your 
benefit office and enter amounts from 
form P45U or P6OU if you have one. 


2 Incapacity benefit Some payments 
are taxable. Form P451B or P6OIB will 
show your taxable income. 


3 Other social security benefits 
Enter other taxable benefits received. 


Income from 
property 


DO YOU NEED TO FILL THIS IN? 


Fill in this section if you receive 
income from letting property in the 
UK or abroad. This includes: 

@ income from letting part of your 
home (to a lodger, say) 

@ a second home (a holiday home, 
for instance ) 

Many other property or land (a 
garage or field, say). 


mm WHAT YOU NEED TO FILL IT IN 


It’s up to you to keep a record of 
how much you were paid in rent and 
how much you spent providing the 


: accommodation. New rules apply to 


rents from letting UK property from 


WHICH@ 


If you let more 


than one propery Rental income and other receipts from land and property in the UK 


give details on a 


Please read notes 22 and 26 before completing this section. They tell you what income to include and what expenses to 


separate sheet of allow. Both furnished and unfurnished lettings should be included. But do not include any income or expenses you have 


paper. 


Gross rents due and other receipts arising in 1995-96 


Premiums received 


Your Tax Office will work out how much of the premium is income and how much is capital gains. 


Premiums received | £ 


Furnished holiday lettings 


See note 25. 


le 14,720 


Expenses 


Profit (or loss) 


If your gross rents etc before expenses were £15,000 or more, enclose a detailed statement 
for each property showing how you reached your figure for expenses. 


Length of lease 


if you received a premium — 


Income arising in 1995-96 from furnished holiday lettings 


Property abroad 


See note 26. 


Address, including country, of property you let 


Expenses 


| 


Gross rents due and other income received in 1995-96 


Expenses 
Gross rental income less expenses 


If your gross rents etc before expenses were £15,000 or more, enclose a detailed statement 
for each property showing how you reached your figure for expenses. 


Premiums received 


Your Tax Office will work out how much of the premium is income and how much is capital gains. 


Premiums received 


6 April 1995. From that date, this 
income is all treated as arising froma | 
rental business. You can deduct : 
expenses incurred solely to earn the | 
profits from the business. Profits 
from the Rent A Room scheme are | 
added to other rental income. Your : 
assessment will show furnished | 


holiday lettings separately. 


WHAT TO ENTER : 


4 Type of rental Tick the type(s) of 
rental income you have. If you let out 
furnished rooms in your only or main 
home, you may choose to be part of 
the Rent A Room scheme (see p55). 


5 Transitional adjustment An 
adjustment may be required under 
the new rules. This may have been 
agreed in your 1994-95 assessment. 
Ask your tax office if an adjustment is 
necessary for 1995-96. 


WHICH@ 


7 


Length of lease 
if you received a premium 


Furnished rooms in your only or 
main home Tick to show your 
decision on whether or not to be 
included in the Rent A Room scheme. 
lf your expenses are less than 
£3,250, a Rent A Room election is 
likely to be best for you. See p42 for 
an explanation of a balancing charge. 


Rental income and other 
receipts from land and property 
in the UK Enter gross rents due 
(even if you haven't received them). 
Expenses can include rents, interest 
charges, repairs to property, furniture 
and other fittings. Ask your tax office 
or refer to 1R150 if you are not sure 
what is allowable. 


You will need to provide the Inland 
Revenue with a detailed statement of 
expenses if your gross rental income 
was £15,000 or more. Enclose one 
statement for each property you let. 


10 


£ 2,895 


Premiums received Complete this 
section if you charged a premium 
when granting a lease. Part of your 
premium will be subject to capital 
gains tax and part to income tax, but 
the calculation is complicated, so the 
Revenue will do it for you. 


Furnished holiday lettings 
Lettings may count as holiday lettings 
if your UK property is let as holiday 
accommodation for sufficient days. 


Property abroad Enter address of 
any property you let outside the UK. 
Enter full rent due for year ending 5 
April 1996, even if it was not brought 
into the UK. Do not include in 
expenses any costs due to your own 
occupation of the property or to time 
it was not available for letting. 


Premiums received Enter 
premiums received and lease length. 


filling in 


> 
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National Savings 
Give the amounts you received as shown on your statement. In the case of Capital Bonds, give the interest added to the 
Capital Bonds, as shown on your statement. 


The first £70 of 
interest on 
National Savings 
Ordinary 
Accounts is 
exempt from tax 
but must still be 
included here. 


Ordinary account 


Investment account 


Deposit Bonds 


Income Bonds 


Capital Bonds 


Pensioners Guaranteed Income Bonds 


gross interest was 


MORE HELP First Option Bonds Enter the amount shown on your tax certificate. First Option Bonds 
Y : Interest after tax _ __Tax deducted -Gross interest before tax 
our savings and £ 400 
investments, p59 —— —— - ——— 
Inland Revenue Your bank or Interest from other UK banks, building societies and deposit takers 
building society Name of bank, building society, savings bank Tick if Interest after tax Tax deducted Gross interest before tax 
leaflets IR89 laa Le or deposit taker. Tick the box if you have registered paid (leave blank if no tax was deducted) 
(Personal equity but see note29,  tohave interest paid gross. gross i 
Remember to 
plans) Pete terest [ Northern and . Southern B. S. £ 
from current a 
IR110 (A guide for accounts and [ 
bs accounts closed = 
people with during the year. [ | 
ts Please show if an l 
savings) account paying [ f 


closed during the 
year. 


tH lfm fom lfm lf 


include interest on Other interest you received in the UK 
Source of the interest 


Government stocks 
(gilts), bonds, 
loans to 
individuals etc. 

See note 30. 


Interest after tax 


(leave blank if no > tax was deducted) 


| |£ 


Tax deducted Gross interest before tax 


LE a 


| 


See note 31, 


Accrued income, charges and allowances 
Give details of the transactions and enter the charges and allowances for the year. 


Enter the figures 
shown on your 
dividend voucher. 


Name of company 


_ Addition Ple_ 


Dividend 
_||£ 184-00 


| £ 20-40 _ 


[ Metalia - 


__ Exotic Foods Pl 


| £ 148-00 


|Charges 


Allowances 


Dividends from shares in UK companies 
Do not include income from trusts, UK unit trusts, loan stock, dividends from overseas companies, stock dividends or 
foreign income dividends. 


Tax credit 


| |£ 46-00 | 


ia 


| [e3 37-00 p | 


Income from 
your savings 
and investments 


DO YOU NEED TO FILL THIS IN? | 


Complete this section if you received | 
taxable interest, taxable life insur- : 


ance gains, dividends or income dis- 


tributions, or other taxable invest- - 
ment income. Don’t enter tax-free | 
income. If you are in a partnership, | 
new rules may apply to untaxed | 
income received — ask your tax office. | 


WHAT YOU NEED TO FILLIT IN 


If you receive 
National Savings Ordinary account, 


send your book away to have the — 
interest added. To find out how | 
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interest from a- 


much interest you have received, go 


a statement of interest not taxed. 


You'll need a record of any interest : 


from other sources, such as British 
Government stock. 

If you have shares or unit trusts, 
you’ll need the tax vouchers which 
come with your dividends and distri- 
butions. If they are paid direct to 


your bank, the tax vouchers may be : 
sent there, too. If you took shares in : 
place of cash dividends, you'll need — 


the offer letter showing the ‘appro- 
priate amount in cash’. 
Youll need details of income 


earned abroad (before expenses have | 


been deducted); details of foreign 


tax already deducted; the exchange : 
rate when it was paid to you (if you | 


received it in foreign currency). 


a WHAT TO ENTER 


back through your own records or | 
contact your bank or building | 
society. If you’ve received interest | 
without having tax deducted, ask for | 


1 National Savings Enter the full 
amount of interest that you receive from 
any of the taxable National Savings 
accounts listed. All of the interest will 
have been credited to your account 
without tax being deducted. National 
Savings First Option Bonds pay interest 
with basic-rate tax deducted. 


2 Interest from other UK banks, 


building societies and deposit 
takers Enter the name of the bank or 
building society. If you registered to 
receive your income gross, tick the box 
and enter the gross interest in the ‘Gross 
interest’ column. If you received after- 
tax income, enter the tax deducted, the 
after-tax interest and the gross interest 
you received. For how to work out gross 
interest, see p5. Enter interest from 
Permanent Interest Building Society 
shares (PIBS), in the next section (3). 


WHICHO 


filling in 


Foreign income dividends from shares in UK companies 
Foreign income 
dividend _ 


The voucher will 
tell you if it isa 
foreign income 
dividend. 


Income tax 


Name of company treated as paid 


Income tax treated | 
as paid cannot be 
repaid to you. 


Stock dividends 
If you took up an offer of shares in place of a cash dividend (“a stock dividend”), give the “appropriate amount in cash” 
notified by the company in the dividend column. 


Income tax treated 
as paid cannot be 
repaid to you. 
Income tax 
Name of company treated as paid 


Dividend __ 


Income from UK unit trusts 

Complete this if you received income from unit trusts, including income reinvested in units. Your unit trust voucher will 
show what sort of income you received to enable you to put the income and tax details in the correct boxes. If you have 
not received a voucher, ask the unit trust manager for one. 


If the voucher shows 
* a tax credit, enter the dividend and tax credit here 


© tax deducted from income other than interest, enter the tax deducted and the gross income here. 


Name of each unit trust 


Tax credit 
Dividend 


I a3 or tax deducted 
f S6-f0)_|. |B 16810 


Gross income _ 


£ 820-50 _ 


City Equity High Income 


Income from UK unit trusts continued 
If the voucher shows a foreign income dividend and income tax treated as paid, enter details here. 


Name of each unit trust 


| 

| 

— J 
] 

J 


£ 7 | |e 


= 


[ 
L 
E 


Foreign income Income tax 


_ dividend 


| 


J 


\£ 


= i | 
| le 
JL a ae 


treates! as paid 4 


Name of each unit trust _ 


If the voucher shows interest and income tax deducted, enter details here. 


Income tax 


Net interest deducted 


__ City Bond High Income 


Gross interest 


2 1108) 


[ 
£ 


See note 32. 


Income from savings and investments abroad 
Foreign tax 
deducted 


__Gross income 


Describe source and state country 
i 


£ | £ 


\£ 


£ I fe 


\£ 


Tick here if any gain from an overseas insurance policy was taxed abroad and you want to 


claim a basic rate tax credit 


See note 33. 

Leave tax credit or 
ted blank ; 

aecate «and the gross income. 


Describe the source 


Any other income from savings and investments 
For company distributions give the distribution and the tax credit, if any. For all other income give tax deducted, if any, 


Tax credit 
Distribution __ 


or tax deducted 


— 


L_ 


| 


\£ 


JE 


Gross income 


—_ 


Other interest you received in the 
UK Give details of interest from British 
Government stocks, company loan 
stock, PIBS, local authority bonds, and 
money you have lent privately. Enter the 
source of the interest, tax already 
deducted, interest after tax (only if tax 
was deducted) and the gross interest. 


Accrued income When you buy and 
sell certain stocks (including PIBS), part 
of the price may include a portion of the 
next interest payment. This ‘accrued 
income’ should be set out on your 
contract note. Enter transactions which 
include accrued income. If you sell ‘cum 
dividend’ or buy ‘ex dividend’, enter the 
accrued income in the ‘Charges’ box. If 
you buy ‘cum dividend’ or sell ‘ex 
dividend’, enter the accrued income in 
the ‘Allowances’ section of the form. 


Dividends from shares in UK 
companies Enter name of each UK 


5 


WHICH@ 


8 


company, tax credit and exact amount of 
the dividend. Enter shares taken in place: 
of cash dividends in section 7. 


Foreign income dividends from 
shares in UK companies Enter name 
of each UK company, notional tax and 
exact amount of dividend received. 


Stock dividends Some companies 
pay out dividends in the form of shares. 
These shares count as taxable income. 
Enter the name of the company which 
paid you shares in lieu of dividends, the 
notional tax credit and the dividend. 


Income from UK unit trusts Enter 
name of the UK unit trusts, dividend, tax 
credit (or tax deducted) and gross 
income. For foreign income dividends, 
show income tax treated as paid. If you 
received an interest distribution, enter 
the net interest, the tax deducted and 
the gross interest. If you have an 


accumulation unit trust (where income 
is automatically reinvested), enter the 
figure from your statement. Don't 
include equalisation income. 


Income from savings and 
investments abroad Fill this in if you 
live in the UK but get income from 
abroad on which you have not yet paid 
UK tax, even if you have already paid 
local tax on it and even if you do not 
bring it into the UK. If you can’t take the 
income out of the country, you can ask 
your tax office to let you delay paying UK 
tax on it. If you have paid foreign tax on 
the income, you may be able to claim 
double taxation relief. 


1 0) Any other income from savings 


and investments This could include 
purchased annuities — include only the 
taxable part (ask the insurance 
company) and gains on non-qualifying 
life insurance policies. 
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Other income - year to 5 April 1996 
Trusts 


See note 34. 


Income from trusts funded by others 
Complete this item if you received or were entitled to receive income from a trust set up by someone else. Enter the 
name of the trust below. 
Name of trust 

ly eB Ge =, 

| Patrick Vincent Trust 


Gross income _ 


_| [£ 900 


Tick here if any income was taxed at 20% or carried a 20% tax credit [ 


incomeandl Tick here if income is from a discretionary / accumulation trust [ vo | 
capital willbe Income and capital from settlements for which you have provided funds 
treated as yours if Enter here any income or payments of capital which should be treated as your income for tax purposes. Enter the name 


MORE HELP coon, Scenote of the settlement or brief details about it. 

Maintenance 35. Name of trust Gross income 
payments, p52 _ et 

Covenants, p64 Tick here if any income was taxed at 20% or carried a 20% tax credit 

Allowable See note 36 Estates 


Enter details of any income you received from the estate of someone who has died but whose estate is under 
administration. If the personal representative of the estate has given you an income tax certificate, give the gross 
amount shown on the certificate. 


expenses, p43 
Inland Revenue 


leaflet IR93 Name of deceased person ei Nature of your entitlement to the estate Gross income 
(Separation, [ — | _— | 
divorce and Tick here if any income was taxed at 20% | 

maintenance = 

payments) 


Maintenance and alimony you receive 

Complete this item if you receive maintenance or alimony under 
Other * a legally enforceable agreement first made before 15 March 1988 and received by a Tax Office by 30 June 1988 or 
maintenance or ® a court order first made before 15 March 1988, or 30 June 1988 if the application was made to the court before 
alimony payments 16 March 1988 or 
a ee * acourt order, legal agreement or Child Support Agency assessment which replaces, varies, or adds to such an order or 
agreements agreement. 
following divorce, 
separation etc are 
not taxable. 
Up to £1,720 may |f the areal order has been amended, or replaced, or added to since [ 
feiexemal fom 15 March 1988, enter the date of any further order, agreement, or 
“Ask for ’ Child Support Agency assessment. 
Separation, 


divorce and Amount received in 1995-96 
maintenance 


payments Tick here if you wish to claim exemption from tax for maintenance or alimony received 
(leaflet IR 93) 


Date original order was made | 


See note 38. All other income or profits etc 
Give details of any other income which is taxable as yours and which you have not entered elsewhere on this Return. 
Tax deducted 
incomenftertax | __ @any) 


£ 


Describe the source _ Gross income before tax 


Other income 


You will need to complete this 
section if you: 

Mreceive income from a_ trust 
funded by others 

B@ receive benefit from a settlement, 
(eg a trust) whose trustees are not 
resident in the UK, or who reside in 
another country as well as the UK 
and don’t have to pay tax on some 
gains because of a double-taxation 
agreement 

M have received income from the 
estate of someone who has died 

@ receive certain maintenance pay- 
ments 

@ received income from a long-term 
care insurance policy or friendly 
society scheme 

M@ receive any other income which 
has not yet been entered on the 
return, such as occasional freelance 
earnings. 
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fm WHAT YOU NEED TOFILLITIN & 


- Find out the name or brief details of 


the transactions forming the settle- 
> ment and details of benefits you 


- received. The trustees may supply a | 


' certificate of payments for the tax 

year, You’ll also need details of main- 
- tenance you receive and any other 
» taxable income not entered else- 
- where. 


1 Income from trusts funded by 
: others Enter name of trust and gross 
(before-tax) amount you received. 


2 Income and capital from 

: settlements for which you have 
provided funds |f you set up a 
settlement such as a covenant, an 
arrangement or transfer of assets, a 
trust or other legally-binding 
agreement, the income is usually 
counted as yours if any of the following 
applies: 


@ WHAT TO ENTER : 


@ the settlement is a covenant for 
payment to a charity but for a period 
which can’t last more than three years 
Bi income or capital from the 
settlement benefits your own child 
(unless aged at least 18 or married) 
@ you (or your spouse) benefit under 
the settlement 
@ the settlement can be altered after 
it’s been set up, so that you (or your 
spouse) could benefit under it 
i the income under a settlement is 
accumulated, and then paid out to you 
(or your spouse) as capital or loans. 
Enter name and brief details of the 
settlement, and the gross income 
(including capital payments) you 
received from it. 


Income from estates Fill this in if 
you had a legal entitlement to income 
from the estate of someone who's died, 
but whose estate was under 
administration. Ask the personal 
representatives of the estate for a 
completed form R185. IR45 explains 
the rules which apply. 


WHICH@ 


See note 39. Do 
not include interest 


credit cards or 
home improvement 
loans taken out 
after 5 April 1988. 


¢ improve your main home or 


See note 40. 
the mortgage 


If you had more 
than one loan 
during the year, for 
example, if you 
moved and paid off 
a loan, give details 
of all loans using a 
separate sheet of 
paper if necessary. 


Details of mortgage or loan 


Name of lender(s) 


Clifton BS 


l 


mortgage interest relief at source (MIRAS), 


Interest paid on mortgage or loan to buy main home - year ended 5 April 1996 


on overdrafts, Complete this section if you paid interest on a mortgage or other loan to buy your main home in the UK. Also complete 
this section if you paid interest on a loan which you took out before 6 April 1988 to 


* buy or improve the main home of your divorced or separated husband/wife or certain relatives. : 
Joint mortgage with someone who is not married to you — tick here and give details below for your share of 


Husband and wife - changing the way the interest is split between you 
If you are married and want to change the way the mortgage interest is split between yourself and your 
husband or wife, tick here and a form will be sent to you. 


Give details for each advance or loan separately. If the loan is not from a building society and you did not receive 
enclose a form Miras 5, or other certificate of interest paid from your lender. 


Account or roll number(s) 


| _CMAB/21195921012 | 


r 


Address of property 


Loans paid off during year ended 5 April 1996 


Tick if 
Date(s) loan(s) started not in 
if after 5 April 1995 MIRAS 


i; ae 
| | 


| 
LJ 


Enter name of the deceased and the 
interest (eg life, absolute) you have in 
the estate. Enter the gross income 
shown on the tax certificate given to you 
by the representative. 


4 Maintenance and alimony you 
receive Give exact details of certain 
legally enforceable maintenance 
payments you receive. The first £1,720 
of payments you receive may be tax- 
free. Don’t enter voluntary payments 
(they are tax-free). You need not enter 
maintenance from agreements first 
made after the dates shown. 


5 All other income or profits List any 
other income which is taxable as yours 
which you have not declared elsewhere 
on your tax return. Enter the source of 
the income and the amount received. If 
you have freelance or casual earnings, 
deduct allowable expenses first. If you 
received incentive payments to take out 
a mortgage or to purchase an asset 
such as a car, they may be taxable. Give 
details on a separate sheet of paper. 


WHICH®@ 


Mortgage/loan 


for main home 


im DO YOU NEED TO FILL THIS IN? 


: Fill in this section if in the 1995-96 | 


tax year: 


- Ml you paid interest on a mortgage or 
: other loan that you used to buy your 
- only or main home 

' M you had a bridging loan to buy a 


home while selling your old one 


M you paid interest on a home | 
improvement loan secured on your : 


home that was taken out before 6 
April 1988 


| @ you paid interest on a loan taken 


out before 6 April 1988 to buy or 
improve the main home of your 


divorced or separated spouse or | 


certain relatives 


: @ you paid offa mortgage this year 
: @ you paid offa home improvement 
© loan which you took out before 6 


- April 1988. 


A houseboat or caravan may 
qualify for tax relief — check with 
your tax office. 

If you have had more than one 
loan during the year, give details of 
all the loans. Use a separate sheet for 
this if you need to. 


WHAT TO ENTER 


1 Joint mortgages Tick the box and 
enter details for your share of the 
mortgage. 


Tick if you want to change the way 
that the mortgage relief is split. 


Details of loan Enter the name of 
your mortgage lender, your account 
number, and the date on which the 
loan started if after 5 April 1995. 
Tick if not in MIRAS. 


4 If you paid off the loan during 
the tax year, give the address of the 
property and date on which the loan 
was repaid. 


filling in 


MORE HELP 


At home with 
tax, p54 
Inland 
Revenue 
leaflet IR123 
(Buying your 
home) 


> 
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For details of loans 
on which you can 
claim tax relief see 
note 41. If you 
have more than 
one qualifying 
loan, give details 


on a separate sheet | 


of paper. 


You may be able to 
claim certain 
payments as a 
deduction from 
your earned 
income. See notes 
42 to 45. Ifyou 
only pay into your 
employer's 
occupational 
pension scheme 
and/or AVC 
scheme you do not 
need to fill in this 
section. 


See note 43. 


Basic rate tax relief 
on personal 
pension 
contributions made 
by employees is 
given at source. 


See note 43 

You cannot deduct 
employer's 
contributions from 
earnings from an 
earlier tax year. 


See note 44. 


Basic rate tax 
relief is given at 
source. See note 
45. 


Other qualifying loans — year ended 5 April 1996 


Complete this if you can claim tax relief on other loans. Only give details of loans not included elsewhere on this Return. 

Enclose a certificate of interest paid from your lender. Do not include loans for buying your main home. 

Name of lender p38 Purpose ofloan | : : _Gross interest paid in year 
£ 


Complete this section if you made payments to retirement annuities, personal pension contracts, Free Standing Additional 
Voluntary Contribution (SAVC) schemes or trade union or friendly society death benefit and superannuation schemes. 


Retirement annuity payments for policies taken out before 1 July 1988 
Name of retirement annuity provider _ Contract or membership number E Amount paid in 1995-96 _ 


Se es | ss 

If your payments altered during 1995-96, enclose the original payment receipts or statement of 
revised payments from your retirement annuity provider. 

Tick here if you want to deduct all or part of the payments you made in 1995-96 from = [_ 
your profits or earnings for an earlier tax year. You will be sent a claim form. | a | 


Amount you expect to pay in year to 5 April 1997 \£ 


Personal pension contributions for policies taken out on or after 1 July 1988 
Name of personal pension provider a Contract or membership number _ Amount paid in 1995-96 : 


Quentin Insurance _ | 291060110458/4 | 


If this is your first claim, enclose the original Personal Pension Contribution Certificate (PPCC) 
from your pension provider. If your payments have altered in 1995-96, enclose original payment 
receipts or any supplementary form PPCC. 


Tick here if your want to deduct all or part of the pension contributions you made in /| 
1995-96 from your profits or earnings for an earlier tax year. You will be sent a claim form. | ¥__ 


Amount contributed by your employer in 1995-96 


Amount you expect to pay in year to 5 April 1997 E 3,600 


Amount your employer expects to pay in year to 5 April 1997 £ 


Widows and orphans schemes 
Trade union life assurance or superannuation schemes 


Friendly societies combined sickness and death benefit policies 
Total amount Amount relating to death 
Name of scheme, trade union or friendly society : paid in 1995-96 or superannuation benefits 
eme, Wi SOT OF ETRY SOC - pa 1779-70 eo 


FSAVC schemes 


Complete this item if you pay into a Free Standing Additional Voluntary Contribution Scheme and you wish to claim 
higher rate tax relief. Give the amount you paid this year before your FSAVC Scheme claimed any tax refund. 


Name of FSAVC provider Contract or membership number Amount paid in 1995-96 
: ow aii 5 : es 
| £ ] 


L —— — | = = = 
If this is your first claim, enclose the original Voluntary Contribution Certificate (VCC) from your 
FSAVC provider. If your payments have altered in 1995-96, enclose original payment receipts 
from your FSAVC provider. 


Amount you expect to pay in year to 5 April 1997 


WHICH@ 


Other 


qualifying 
loans 


DO YOU NEED TO FILL THIS IN? & 


You need to fill this section in to | This 


claim tax relief if; 


you have a loan in order to buy an | 
interest in a partnership or provide it — 


with capital or a loan 

you have a loan in order to buy 
ordinary shares in, or lend money to, 
a close company (a family company, 


say) which you manage or in which 


you own more than 5 per cent of the 
ordinary shares 

Myou are 65 or over and have 
bought a life annuity using 90 per 
cent or more of a loan secured on 
your only or main home (a home 
income scheme). Such loans are eli- 


gible for MIRAS and the rate of | 


relief on these loans is 25 per cent in 
the 1995-96 tax year 


Wyou use the loan to buy machinery | 


or plant (eg computer) for use in 
your job or by a partnership — unless 
you have already deducted interest as 
a business expense 

Myou use the loan to pay inheri- 
tance tax and you pay it before 
probate is granted, or letters of 


that you get tax relief up to 12 
months only. 

To get tax relief, you must use the 
money for any of the purposes above 


within a ‘reasonable time’ before or | 
: you 


after taking out the loan — this nor- 
mally means six months. Interest on 
overdrafts and credit cards doesn’t 
qualify for tax relief. 

Do not include loans for buying 
your main home. 


If you can claim tax relief on any 
other qualifying loans, give details. 


Enclose a certificate of interest paid | 


from your lender. 


WHAT TO ENTER 


1 Enter name of lender. 
Enter the purpose of the loan — to 
purchase a typewriter for use in your 
job, for example. 


Enter the gross amount of interest 
paid in the 1995-96 tax year. 


WHICH@ 


Pension 
contributions 
etc 


DO YOU NEED TO FILL THIS IN? 


the Inland | 
- Revenue to ensure that you get the | 
correct tax relief on your pension | 
contributions. You need to com- | 
: plete this section if any of the fol- | 
- lowing applies to you: 
“ myou are self-employed and are | 
» making contributions to personal | 
pension plans or retirement annuity | 
: contracts : 
/ myou 


section helps 


pension 


mw FSAVC certificate 


These are old-style personal pension 
plans that were taken out before 1 


July 1988. Enter the name of the plan | 


provider, your contract membership 
number and the gross amount that 


you paid into the plan. Put a tick if you 


want some or all of your payments to 


are an employee, don’t | 
- belong to your employer’s pension | 
' scheme, and make contributions to | 
- toa personal pension plan : 
- Myou are an employee, belong to | 
“your employer’s pension scheme, | 
and also make contributions to a | 
_ personal pension plan from a part- | 
"time job, say d 
m you are an employee, belong to | 
» your employer’s pension scheme, : 
‘but also make contributions to a : 
free-standing additional voluntary | 
- contribution (FSAVC) scheme 
_ Myou made payments to a trade 
/union or friendly society death : 
- benefit and superannuation scheme. | 
administration are received. Note | 


@ WHAT YOU NEED TOFILLITIN Ff 


- You will need to know all the basic : 
‘details of your pension scheme, | 
_ including an estimate of how much - 
(and, if appropriate, your | 
- employer) will be paying in the | 
: 1996-97 tax year. 
: You can get your scheme mem- | 
: bership number from your: 
' m personal 
' certificate 
[WHAT YOU NEED TO FILL IT IN Eabaiag : 
' mself-employed premium certificate | 
_ if you took out your pension plan 
' before 1 July 1988. You get this 
form if you are an employee (even - 
_ though it’s called ‘self-employed’). 


WHAT TO ENTER 


ye) Retirement annuity payments 


contribution : 


4 


filling in 
ieee 


be set against an earlier year (see 
p46 for details), Enter the gross 
amount that you expect to pay in the 
1996-97 tax year. 


Personal pension contributions 
This section covers personal pension 
plans, ie new-style plans taken out on 
or after 1 July 1988. Enter the name 
of the plan provider, your contract or 
membership number and the amount 
of money that you paid into the plan. 
Enter what you actually pay. Tick the 
box if you want some or all of your 
payments to be set against an earlier 
year — see Building up a pension, 
p44. Enter the amount of money (if 
any) your employer paid into your plan 
in the tax year ending 5 April 1996. 
Enter also the amounts that you and 
your employer expect to pay in the 
1996-97 tax year. 


Trade union or friendly society 
death benefit and 
superannuation schemes You 
may need to complete this if part of 
your trade union subscription covers 
pension, life insurance or funeral 
benefits, or if you make payments to a 
friendly society which gives sickness 
and death benefits. You don’t need to 
complete this if you've already 
received tax relief. Enter total 
payments to the trade union or 
friendly society and the amount which 
covers the eligible benefits. 


FSAVC schemes |f you contribute to 
a free-standing additional voluntary 
contribution (FSAVC ) scheme and you 
wish to claim higher-rate tax relief, 
enter the name of the plan provider, 
your contract or membership number 
and the amount you paid into the 
plan(s) during the tax year ending 

5 April 1996. 

If this is your first claim, enclose the 
original contribution certificate which 
your FSAVC provider(s) should have 
sent you. And if you have changed the 
level of your contributions to FSAVC 
plan(s) during the 1995-96 tax year, 
enclose original payment receipts 
from your FSAVC provider(s). Enter 
the amount you expect to contribute 
in the 1996-97 tax year. Basic-rate 
tax relief on FSAVCs is given at 


SOUICE, > 
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See note 46. 


Do not give 
details of 
maintenance or 
alimony payments 
which cannot be 
legally enforced. 
The rules for tax 
relief depend on 
the date of the 
first order or 
agreement. Your 
Tax Office will 
work out the 
amount you can 
claim. 


See note 47. 


Payments of this 
type may be 
partly tax 
deductible in 
1995-96 and 
later years, 


If you made Gift 
Aid donations give 
the amount you 
actually paid to 
each charity. Use 
a separate sheet 
of paper if 
necessary. 


Give the amount 
you actually paid 
to each charity. 


See note 48 for 
details of what to 
include here. 


See note 49. 


See note 50. 


Other deductions — year ended 5 April 1996 


Private medical insurance for people aged 60 and over 

Complete this only if you paid premiums to an insurer outside the UK but within the European Economic Area for someone 
aged 60 or over (including yourself, or your husband or wife) under a contract that was eligible for tax relief. Please ask your 
insurer for a certificate of premiums paid in 1995-96 and then send it to your Tax Office as soon as possible. 

Name and address of insurer __Contract or membership [or policy] number __ Amount paid in 1995-96 


Maintenance or alimony payments 

Fill in this item if you make payments to maintain 

your children or 

your divorced or separated wife or husband 

under a court order, decree of the court, legally binding agreement, or Child Support Agency assessment. 


Date of your current order, agreement or Child Support Agency assessment 21/01/92 


If your current order, agreement, or Child Support Agency assessment is i 
dated on or after 15 March 1988 and varies, replaces or revives an earlier 
order or agreement which was in force on 15 March 1988 give the date of 
that earlier order 


Amount you were ordered to pay in 1995-96 


Amount you actually paid in 1995-96 if different from the amount given above 


Name(s) of the person(s) you paid 
Kim Clarke 


Tick here if your former wife or husband has remarried 


Give the date of remarriage if you know it 


If you made payments to the Department of Social Security under a court order, or Child 
Support Agency assessment, to cover Income Support for your separated or divorced wife/ 
husband or for the maintenance by her/him of the children of the marriage show the amount 
you paid in1995-96. 


Amount paid to Department of Social Security | £ 
Tick here if you will be making payments of this kind in 1996-97 | 


Gift Aid donations 


Name of charity : : 7 Net amount paid in 1995-96 
£ 


Help Aid 500 


Covenants to charity 
Name of charity a it ____Net amount paid in 1995-96 


| Wetlands Bird Sanctuary 


Other covenants etc made for business reasons 
Enter here covenants etc made in connection with your trade or profession. 


Name(s) of the person(s) you pay Date(s) of the deed(s) _Net amount paid in 1995-96 | 


£ 


Venture Capital Trust subscriptions 
Complete this item if you subscribed for new ordinary shares in a Venture Capital Trust. 
Name(s) of Venture Capital Trust(s) ; Date(s) shares issued _Amount paid in 1995-96 | - 


Tick here if you have claimed relief and later ¢ disposed of the shares or 
* the approval of the Venture Capital Trust has been withdrawn. 
Give details on a separate sheet of paper. 


Vocational Training 
Net amount paid in 
1995-96 that 

Name of training organisation qualifies for tax relief 


WHICH® 


Other 
deductions 


DO YOU NEED TO FILL THIS IN? 


You will need to fill this section in to | 


claim tax relief if: 


® you make enforceable alimony or 
maintenance payments. See You and | 
your family, p50, for a detailed : 


explanation of the rules about | 


alimony and maintenance 


@ you pay for private medical insur- 
ance for someone aged 60 or over | 
(including yourself and/or spouse) - 
and the contract has been certified : 
by the Inland Revenue as eligible. | 
But you don’t need to claim here if : 
you pay premiums to a UK insurer — | 
tax reliefis given automatically in the | 


form of lower premiums 


@ you have made one-off donations : 
to charity under the Gift Aid system. | 
If you want to donate less than : 
£250, you will need to make a | 
covenant in order to qualify for tax | 
relief — and then (in most cases) you | 
will have to commit yourself to | 
donating for more than three years. | 


See Tax and gifts, p64 


= WHAT TO ENTER 


1 Private medical insurance for 


this only if you paid premiums to an 
insurer outside the UK but within the 
European Economic Area and the 
contract was eligible. 


are paying premiums on a private 
medical insurance policy for 
someone aged 60 or over (including 
yourself and your spouse). 

Enter the name and address of the 
insurer, the contract number and net 


tax year, 


Maintenance or alimony 
payments Enter the date of your 
agreement, order or CSA 
assessment, if you are making 
maintenance or alimony payments. 
Enter details if the agreement, order 
or CSA assessment varies or 
replaces an earlier order, agreement 
or CSA assessment. 


you make payments to charity | 


under a deed of covenant, which : 
attracts tax relief at your highest rate | 
of tax. Note that most covenants : 


Enter the amount that you were 
ordered to pay in the 1995-96 tax 
year. 


(other than charitable covenants) : 


have no effect for tax purposes after : 
5 April 1995. See Tax and gifts, p64 
B® you paid for training leading to a : 
or Scottish Vocational | 


National 


Enter the amount that you actually 


different from the amount you were 
ordered to pay. 


Qualification. However, you cannot : 


claim if you are receiving financial | 
a government | 
scheme, or a local authority grant. | 
Only the tuition fees qualify for the : 


assistance under 


tax relief. 


WHAT YOU NEED TO FILL IT IN 


With a covenant you may need to get 
form R185(AP) from your tax | 
office. You should fill this in and | 


Enter the name(s) of person you paid 


because you won't qualify for tax 


assessment was made after 14 
March 1988 (unless it replaces or 


that date), and your former spouse 
has remarried. 


then give it to the recipient of the | 


covenant. 


If you are training for a National 
or Scottish Vocational Qualification, ‘ 
you will need to get a letter or receipt : 
from the college or institution, | 
showing the tuition fees that have | 


been paid. 


You will also need details of how 
much maintenance you paid in | 
1995-96 and in 1988-89, ifrelevant. : 


WHICH® 


Tick here if you will be making 
payments in 1996-97 to the DSS to 
cover Income Support for your ex- 
spouse or children, under a court 
order or CSA assessment. These 
may get tax relief, too. 


of the charity or charities to which 
you have made a gift. Remember 


people aged 60 or over Complete 


Enter the name of the insurer if you 


amount that you paid in the 1995-96 


paid in the 1995-96 tax year if this is 


and tick box if the payments are to an 
ex-spouse who has remarried, giving 
date of remarriage if possible. This is: 


relief if your agreement, order or CSA 


varies a legal obligation made before 


7 Gift Aid donations Enter the name : 


10 


11 


filling in 


that the minimum qualifying donation MORE HELP 


is £250 before tax. You and your 
You will have made your donations ciel sg p64 
net of basic-rate tax, so enter the net Paying 
amount that you paid in the 1995-96 maintenance, 
tax year. p52-p53 
Inland Revenue 
Covenants to charity Enter the leaflets IR65 
name of the charity to which you (Giving to charity) 
have made a covenant. IR93 (Separation, 
divorce and 
You will have made your donations maintenance 
net of basic-rate tax, so enter the net = payments) 
amount paid in the 1995-96 tax year. 1R119 (Tax relief 
for vocational 
Other covenants, etc Enter training) 


covenants made for business 
reasons in connection with your trade 
or profession. Most covenants (ie 
other than these and covenants 
made to charities) have no effect for 
tax purposes after 5 April 1995. 


Enter the name of the recipient, the 
date on which you signed the 
covenant and the details of the net 
amount that you paid in the 1995-96 
tax year. You may need to let the 
recipients of the income under these 
covenants have a statement of the 
tax deducted to ensure that their tax 
position is calculated correctly. 


Venture Capital Trust 
subscriptions Complete this if you 
subscribed for new ordinary shares 
in a Venture Capital Trust (VCT). 
Relief may be available on 
subscriptions up to £100,000. Enter 
the name of the VCT, the date the 
shares were issued and the amount 
you paid in the 1995-96 tax year. 
Relief may be withdrawn if you 
dispose of the shares within five 
years, or if approval of the VCT is 
withdrawn. 


Vocational training Enter the 
name of the training organisation. 


Enter the amount paid for tuition 
fees in the 1995-96 tax year. These 
will be paid net of basic-rate tax, 
but you will need to claim 
higher-rate relief. See leaflet IR119 
for more details. You may get relief 
via an adjustment to your 

PAYE code, 


> 
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Capital gains - year ended 5 April 1996 
Complete this 


section if your Tick here if the total value of any assets you have disposed of in 1995-96 was £12,000 or less and your 
have sold or given Chargeable gains were £6,000 or less. You do not need to give further details. 


which are subject If the total value of the assets you disposed of in 1995-96 was more than £12,000 and/or the chargeable gains 


to capital gains you made were more than £6,000 you must give details of the gain on each asset separately. Use a separate 
tax in 1995-96. sheet of paper if necessary. 


Seen Chargeable assets disposed of 

fo find out if you 

are liable see nates Amount of the 

51 and 52. Describe the asset chargeable gain 
See notes 53 and eS - - 7 £ so 
54 for information ‘ 

about calculating Listed on attached sheet | 7,820 


capital gains. 


Total chargeable gains before the annual exemption £ 7,820 
9 P OE 


See note 55. Chargeable gains from other sources 
Complete this item if you have made gains which became subject to tax in 1995-96 but which you have not shown 
anywhere else. ——— 


Date gains became subject to tax [ : 


Gains accruing in 1995-96 


See note 56. If you benefit from a non-resident or dual settlement 
Name of settlement 


Inland Revenue reference 
pa as 


Value of any cash payment, loan, asset or other benefit received from the settlement 
not subject to income tax 


See note 56. If you are the settlor of a settlement 
Name of settlement Inland Revenue reference 


Lor 


Amount of any chargeable gain by reference to which you as settlor are chargeable 


Payments abroad - year ended 5 April 1996 


If you pay rent on 7 : 
a UK propertyto Give the gross amounts of any payments of rent on UK property or yearly interest which you | | 


sie abroad make to someone who normally lives outside the UK. \£ 
responsible for the 2 P 4 . i | | 
UK tax. Tick here if you would like to be sent further details about how much tax you should deduct before making payments. | 
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WHICH@ 


Capital gains 
1995-96 


DO YOU NEED TO FILL THIS IN? 


You'll need to complete this section | 
if you have sold or given away assets | 
which are potentially liable for | 
capital gains tax — shares for example. | 
If you sell your main home, you : 
should enter details of any gain you | 


make. 


WHAT YOU NEED TO FILL IT IN 


You'll need to know when you sold 
initial value was, and their value or | 9 
sale price when you disposed of | 
them. If the total value of all your : 
gains was more than £6,000, and the | 
disposal value more than £12,000, | 
you'll need to work out the gain in | 
detail — see p58 for an explanation of | 


or gave away the assets, what their 


how to do this. 


WHAT TO ENTER : 


1 Tick the box if the total value of the 
assets that you disposed of was 
£12,000 or less, and the gain was 
£6,000 or less. No further information 
will be required. 


Chargeable assets disposed of 
Enter details of all assets disposed of 
(on a separate sheet of paper if 
necessary). If you want to do your own 


the calculator on p58. 


Chargeable gains from other 
sources Enter the date on which such 
gains became subject to tax. You may 
need to fill this in if you have gains held 
over from earlier years which become 
assessable in the 1995-96 tax year, 

eg on business assets. 


Enter the reasons gains from 3 above 
are now subject to tax — you sold the 
asset, for example. 


Enter gains accruing in the 
1995-96 tax year. 


or dual resident settlement Enter 
the name of the settlement if you 
benefit from a trust or covenant. 
Enter the Inland Revenue 
reference number. 


WHICH® 


Enter the value of any cash payment, 
asset or other benefit received from 
the settlement not subject to income 
tax. 


If you are the settlor of a 


settlement — for example, a 
settlement that you had set up to 
benefit your family and the Inland 
Revenue reference number of the 
settlement. 


Enter amount of any chargeable 
gains to which you, as settlor, are 
chargeable. 


The capital gains tax rules if you | 
dispose of shares are complicated. If | 
all the shares you own in one | 
company, or units in one trust, were | 
: acquired at different times, there are 
» rules to decide which you’ve dis- 
posed of for capital gains tax purpos- 
es. When you dispose of such shares, | 
| these rules determine which you’ve | 
: disposed of, what they cost, and : 
- what your indexation allowance is 
: based on. The indexation allowance : 
_ cannot be used to create or increase | 
: aloss, though there was some provi- | 
' sion for some transitional allowance 
: for losses in 1994-95 — see p57. 
Your shares (or units) will be | 
: treated as having been disposed of in | 
calculations of the chargeable gain, see the following order. 
- Batch 1 shares acquired on day of | 
_ disposal. If you acquire and dispose | 
- of shares of the same type on the : 
' same day, you are assumed to have 
- sold the shares bought on that day. | 
_ Batch 2 Next come shares of the | 
» same type acquired up to 10 days : 
_ before disposal. There is no indexa- | 
» tion allowance on these. 
' Batch 3 shares acquired after 5 April - 
: 1982 are pooled. The cost of each | 
' share is taken to be the average cost — 
- of acquiring all of the shares in the - 
: pool. 


settlement, enter the name of the — 


allowance for each lot separately. 
_ This total is the pool’s indexed value 
: on 6 April 1985. You divide the 
» value of the pool by the number of 
. shares in the pool, to get the indexed 
© value of each share on April 1985. 
If you then acquired more shares 
' in, say, July 1987, add the initial 
: value of the new shares to the 
' indexed value of the pool plus any 
: indexation allowance up to the date 
' of sale. Work out the average 
: indexed value of the shares on the 
' date of sale and deduct this amount 
: from the value of the pool for each 
' share sold. 

: Batch 4 shares that you acquired 
after 5 April 1965 and before 6 April 
1982 are pooled in the same way as 
Batch 3 shares. The indexation 
allowance is based on either the 31 
March 1982 market value or on the 
actual cost — whichever value gives 
you the best result. You can choose 
to have all of your assets taxed on 
their gain in value since 31 March 
1982. If you have chosen this 
option, the indexation allowance will 
be based on the market value on 31 
March 1982. 

Batch 5 shares acquired on or before 
5 April 1965. The shares you dis- 
- posed of will be matched with shares 
you bought last. If they are quoted 
shares you may be able to pool them 
: with Batch 4 shares instead. 


' PAYMENTS ABROAD 


| DO YOU NEED TO FILL THIS IN? 


You need to fill this section in if you 
pay rent on UK property or yearly 
interest to someone living abroad. 


WHAT YOU NEED TO FILL IT IN 


You will need to keep a record of all 
gross rental or yearly interest pay- 
» ments made in the 1995-96 tax year. 


First add up the initial value of all | 


: shares bought after 5 April 1982 and | 
» held at 6 April 1985. Then add this | 
If you benefit from a non-resident | 


to the indexation allowance (see 


| Capital gains tax, p56) for these : 
' shares from the time that you | 
> bought them until 5 April 1985. If 
© you bought more than one lot of | 
' shares, work out the indexation : 


WHAT TO ENTER 


0 Enter the gross amount of rent or 
yearly interest paid. 

4 4 {i% box ityou want to receive details 

: from the tax office of how much tax 
you deduct before making payments. 


filling 


in 


MORE HELP 


Capital gains 
tax, p56 

Inland Revenue 
leaflets 


CGT4 (CGT. Owner- 
occupied houses) 


C6714 (CGT: an 
introduction) 


CGT16 (Indexation 


allowance — 
disposals after 
5 April 1988) 


> 
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Mesaeagam Claim for tax allowances for the year to 5 April 1997 


amounts of the 

allowances for A tax allowance is not a payment to you. It reduces the amount of income tax you have to pay. You will be given the 

1996-97. basic personal allowance automatically each tax year if you are resident in the UK. Use this section to claim any other or 
higher allowances to which you are entitled. 


See note 57. If you were born before 6 April 1932 


You may be able to claim a higher amount of personal allowance if you were born before 6 April 1932. _ 
Tick here to make your claim [v] 


See note 58. If you are a married man 
To claim married couple’s allowance, you must complete this section. You are responsible for making the claim even if the 
allowance is shared between you and your wife. 


Claim for Married couple’s allowance 


You can only Tick the relevant box 
claim if you can aa | 


tick one of these | ivi i i 

rhea | You are living with your wife 

| You separated from your wife before 6 April 1990 but are still married to her, and have wholly 
maintained her since the separation with voluntary payments for which you are not entitled to 
any tax relief. 


Whichever box you tick 
enter your wife’s full name L 


If you married after 6 April 1995 enter the date of marriage 


See note 57. If you or your wife were born before 6 April 1932 
You may be able to claim a higher amount of allowance if you or your wife were born before 6 April 1932 — 
Tick here to make your claim | 


If your wife was born before 6 April 1932 give her date of birth 


See note 61. If your wife is unable to look after herself 
You may be able to claim additional personal allowance if 
* you are living with your wife who is totally incapacitated because of disability or illness and 
* you have a child living with you 


Enter details of your wife’s | i 
illness or disability _ 


Tick here if your wife is unlikely to be able to look after herself throughout the tax year which ends on 5 April 1997 | 


Give the name of the youngest| _ 
child for whom you can claim | — si = cee J 


Give the child’s date of birth | Tick here if the child lives with you [] 


If the child was 16 or over on 6 April 1996, and in full-time | 
education or training, enter the name of the university, college 
or school, or the type of training. 


If you are a married man or a married woman 

See note 59. Allocation of married couple’s allowance 
A husband is responsible for claiming the married couple's allowance, but if you are living together you may choose how 
the allowance is to be allocated between you. For 1997-98 you can jointly ask for the whole allowance to be given to one| 
of you. Or, either of you can ask for half of the allowance and then it will be divided equally between you. 


] 
Tick here if you want to do this. You will be sent a form. | 


You do not have to complete a form if you want the allocation for 1996-97 to continue in 1997-98. 


Ask your Tax Transfer of surplus allowances to your wife or husband 


Ocerone To transfer any surplus allowances you must be married and living with your wife or husband at any time in 1996-97. If 


Married you do not have enough income tax liability to use all (or any) of your married couple’s allowance then you may transfer 


oe (leaflet the surplus to your wife or husband. 
Seonoteba If you do not have enough income to use all (or any) blind person’s allowance to which you are entitled then you can 
: transfer the surplus to your wife or husband. 
If you are a husband whose income does not use all of your personal allowance, then in certain circumstances you wife 
can receive a transitional allowance. — 
Tick here if you want a transfer notice form to do any of the above. | 

See note 60. If you are a widow 

You may be able to claim an allowance for widows for the tax year in which your husband died and also the following tax 

year. 

-—- } 
Give the date of your husband’s death | Tick here to make your claim 


see notes 61 & 62 If you have a child and are single, separated, divorced or widowed 
You may be able to claim the additional personal allowance if you have a child living with you for at least part of the year 
and you are single, separated, divorced or widowed at some time during the year. 


Give the name of the youngest | 


child for whom you can claim — 


Give the child's date of birth ; Tick here if the child lives with you 


If the child was 16 or over on 6 April 1996, and in full-time 
education or training, enter the name of the university, 
college or school, or the type of training. 


See note 63. Shared claims 
Complete this item if 
* another person is claiming for the child named above or 
* you live together as husband and wife with another person, but you are not married to him/her and that person is also 
entitled to claim this allowance. Give the other person’s name and address in the box below. 


L = = — 


Tick here if you want the allowance to be shared equally between you 


If you do not want the allowance to be shared equally between you, state how you want it shared. 


L 


If you do not live with the other person and you cannot agree how you want the allowance shared between you, give the 
number of days in the tax year that the child lives with you and the the number of days the child lives with the other 


person. 


Days with other person 


Days with you 


WHICHO 


Claim for personal tax 
allowances 1996-97 


A personal tax allowance is a part of 


your income on which you don’t 


pay tax. You get the basic personal | 


allowance each tax year. Depending 


on your circumstances, you may be | 


entitled to other allowances, too. 


ALLOWANCES FOR THOSE 
BORN BEFORE 6 APRIL 1932 


DO YOU NEED TO FILL THIS IN? & 


4 If your wife is unable to look 
Fill this section in if you were born | 


before 6 April 1932. 


ae WHAT TO ENTER 


1 Tiek to claim either of the higher 
personal allowances. If your income 
is over £15,200 in 1996-97, you 
won't qualify for the full age 
allowance, but you may qualify 
for part. 


ALLOWANCES TO BE 


CLAIMED BY MARRIED MEN | 


DO YOU NEED TO FILL THIS IN? ; 


Fill this section in if: 
@ yow’re a married man; or 


@ aman who married in this tax year | 


_ IF YOU ARE A MARRIED 


Myou separated from your wife 


before 6 April 1990 and have wholly | 


supported her since then with volun- 
tary maintenance payments 


related married couple’s allowance 


@ your wife can’t look after herself 
and you have a child living with you. | 

Ifyou currently claim the married | 
couple’s allowance and want to | 


transfer half or all of it to your wife, 
fill in this section and ‘If you are a 
married man or married woman’. 


WHAT TO ENTER 


2 Married couple’s allowance Tick 
a box to say that you live with your 
wife, or that you are separated but 
make voluntary maintenance 
payments. Tick box if you married 
after 5 April 1995: give date of your 
marriage. Give wife’s full name. 


3 If you or your wife were born 
before 6 April 1932 and you wish 
to claim the higher age-related 


WHICH® 


married couple's allowance, tick box 
(see p48 for more information). 


If your wife was born before 6 April 
1932, give her date of birth — you 
may qualify for the married couple’s 
age allowance. This depends on the 
age of the older spouse. If your wife 
was born before 5 April 1922, you 
will get a higher allowance still. 


after herself Enter details of your 
wife’s disability to claim additional 
personal allowance. You can claim if 
your wife is incapacitated by illness 
or disability and you have a child 
living at home with you. 


Tick the box if your wife is likely to 
be unable to look after herself 
throughout the tax year to 5 April 
1997, 


Enter the name of the youngest child 
for whom you can claim, the child’s 
date of birth and the name of the 
college, school or university your 
child is attending, if aged over 16 on 
6 April 1996 and in full-time 
education. 


o 


MAN OR MARRIED WOMAN 


for claiming it. 


WHAT TO ENTER 


7 Allocation of married couple’s 
allowance Tick the box to receive a 
form to change your current 
allocation of the married couple’s 
allowance for the next tax year 
(1997-98). You can only make this 
change before a tax year begins, so it 
will be too late to do it for 1996-97 
by the time you fill this tax return in. 
See You and your family, p50 for 
more information. 


8 Transfer of surplus allowances 


to your wife or husband Tick if 


your income may be less than your 
allowances and you wish to transfer 
any surplus married couple’s or blind 
person's allowance to your husband 
or wife or to claim a transitional 
allowance (see p51). 


: IF YOU ARE A WIDOW 


DO YOU NEED TO FILL THIS IN? 


~ You can claim the widow’s bereave- 
» ment allowance for the tax year of 
~ your husband’s death and the fol- 
- lowing tax year, unless you remarry. 
: You must have lived with your 


husband for part of the tax year in 
which he died. 


a WHAT TO ENTER 


9 Tick box to make the claim, and enter 


date of your husband's death. 


: IF YOU HAVE A CHILD, ARE 
' SINGLE, SEPARATED, 
_ DIVORCED, OR WIDOWED 


DO YOU NEED TO FILL THIS IN? 


Fill this in ifa child lives with you for 


~ all or part of the year and you’re 
: widowed, separated, divorced, single 
' or wish to make a shared claim for 
: additional personal allowance. 

: : 

@ you wish to claim the higher, age- | 
» The married couple’s allowance can | 
now be shared equally between both | 
spouses or allocated to one spouse | 
but the husband remains responsible : 


a WHAT TO ENTER 


Enter the name of the youngest child 
for whom you can claim. 

Tick box if child lives with you, give 
child’s date of birth, and enter name 
of college, school, or university, if the 
child is over 16 on 6 April 1996 and 
in full-time education or training. 


10 


Shared claims Enter the name and 
address of the other person with 
whom the allowance will be shared. 
Tick the box if you wish to make a 
shared claim. Enter details of how 
you'd like the additional personal 
allowance shared, if it's not to be 
shared equally. 


Enter number of days the child lives 
with you, if you don’t live with the 
other person, and you can’t agree on 
how the allowance is to be shared. 


filling in 


MORE HELP 


You and your 
family, p50 

Tax in 

later years, p47 
Inland Revenue 
leaflets 

IR9O (Tax 
allowances and 
reliefs) 

IR80 (Income tax 
and married 
couples) 

IR91 (A guide for 
widows and 
widowers) 

IR92 (A guide for 
one-parent 
families) 

IR93 (Separation, 
divorce and 
maintenance 
payments) 

IR (insert) 
1995-96 

1R121 (Income tax 
and pensioners) 


> 
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See note 64. 


If you are blind 

Give the details asked for below. 

Tick here 
to claim 
allowance 


Give the date 


Name of local authority or equivalent body 
you registered 


with which you have registered your blindness 


Personal details 


National Insurance number (if different from the one shown on the front of the form). 


Your home address 
if you no longer live 


at the address shown 
| 


MORE HELP 


Inland Revenue 
leaflets IR90 (Tax 
allowances and 
reliefs) 

1R120 (You and 
the Inland 
Revenue) 
(large-print, audio 
and Braille 
versions) 


on the front of this form | 


If you agree to us contacting you by phone to deal with any 
queries, please give a day-time phone number 


State if you are single, married, widowed, separated, or divorced 


Please give your date of birth if 


If you are a member of HM Forces give your rank 


Declaration 


* you were born before 6 April 1937 or 
* you are paying self-employed pension contributions or 
* you are claiming relief for Venture Capital Trust subscriptions 


2 October 1929 


Before you send your completed form back to your Tax Office, you must sign the statement below. If you give false 
information or conceal any part of your income or chargeable gains, you can be prosecuted. 


You should keep a 
copy of your 
completed form or 
make entries in the 
boxes in the leaflet 
Filling in your 


Signature 
1996 Tax Return. 


The information | have given is correct and complete to the best of my knowledge and belief. 


Alex Clarke 


30/6/96 
Date 


If you are signing this form on behalf of someone else, give the following details 


Name of person for whom you are signing 


The capacity in which you 
are signing, for example, 
executor, trustee, receiver 


fel 


Your name and private address 


IF YOU ARE BLIND 


DO YOU NEED TO FILL THIS IN? 


The blind person’s allowance is 
£1,250 in 1996-97. You qualify for 
it if you are unable to perform any | 


work for which eyesight is essential. 
In England and Wales you must 
be registered as blind on a Local 


Authority Register, in order to be | 
eligible for the allowance. This : 


doesn’t apply in Scotland and 


Northern Ireland, where there’s no - 
registration scheme. You can’t get | 
the allowance if you are registered as | 


partially sighted rather than blind. 


If your income is insufficient to : 
use up your allowances, any spare | 
blind person’s allowance can be | 
transferred to your spouse, whether : 
he or she is blind or not, provided : 


that you live together at any time in 
the 1996-97 tax year. 


WHAT TO ENTER 


1 Tick the box if you wish to claim the 
allowance. 

Enter details of your local authority 
or the equivalent body with which you 
are registered as a blind person. 
Enter date on which you registered. 
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PERSONAL DETAILS 


DO YOU NEED TO FILL THIS IN? 


This section helps your tax office to 
deal with your tax affairs promptly. 


WHAT TO ENTER 


or receiver. 


® WHAT TO ENTER 


Enter your National Insurance 
number if you need to. 


2 
3 


Change of address Enter details of 
your new address, if different from 
the address on the front of the form. 


Enter your marital status, Give a 
daytime phone number if you want. 


Enter your date of birth if born 
before 6 April 1937, or if you pay 
self-employed pension contributions, 
or your are claiming relief for Venture 
Capital Trust subscriptions. 


Enter your rank if you are a member 
of HM Forces. 


6 


DECLARATION 


Before you send your form back to : 
: your tax office, you have to make a 


declaration that the information on 
it is correct and complete. 


IF YOU ARE SIGNING FOR 
SOMEONE ELSE 


DO YOU NEED TO FILL THIS IN? 


Fill this section in if you are to sign 
this form on someone else’s behalf; 
for example, as an executor, trustee 


7 Sign and date the form. 
8 Enter the name of the person for 
whom you’re signing. 


Enter details of the capacity in 
which you're signing — eg 
trustee, executor. 


9 Give your name and private address. 
Before you send off your tax return: 
mw make sure that you have signed 
and dated your return 

mw make sure that you’ve filled in all 
the sections that apply to you 

gw take a photocopy of your return 
mw keep a copy of anything else you 


: send with the form. 


You can be prosecuted for know- 


: ingly filling in the return incorrectly. 


WHICH@® 


ws 


TIP 


When you're filling 
in the calculator 
(overleaf), enter 
your income or 
outgoings in 
whole pounds 
only — round down 
any pence on 
income, round up 
on outgoings. But 
when you enter 
the tax you’ve 
paid, include the 
exact amount 
(including pence). 


MARRIED? 


You and your 
spouse should 
each enter your 
own details in the 
calculator. Enter 
half each of any 
joint income and 
joint outgoings 
unless you have 
already notified 
your tax office of a 
different split. 


NEW 


From 6 April 1996 
(or earlier if you 
are already 
receiving them), 
some insurance 
benefits received 
because you are 
sick, disabled or 
unemployed are 
tax-free, This 
includes income 
from most 
permanent health 
insurance policies 
(previously tax- 
free only for the 
first year). 


WHICH@ 


How to check 


your income tax 


Use this calculator to help you check 
whether you’ve paid the right amount 
of income tax for the tax year ending 


on 5 April 1996 


Ni: taxpayers will be able to use 


the calculator to work out their 
income tax for 1995-96. But the cal- 
culator doesn’t take account of: 
® double taxation relief on income 
from abroad 
® special rules for some dividends or 
unit trust distributions — see right 
@ the rare cases where tax relief on 
mortgages or private medical insur- 
ance is not given at source 
§ life insurance top-slicing relief 
@ any over- or under-payments of 
tax from previous tax years. 


TAX-FREE INCOME 
Don’t include in the calculator any 
tax-free income such as: 
® education grants and scholarships 
® some damages for personal injury 
interest on tax rebates or on 
delayed compensation for injury or 
death 
@ statutory redundancy pay and 
some payments from employers 
@ housing benefit, council tax and 
rent rebates, home improvement 
grants 
® some social security benefits — see 
p12 for a list of taxable benefits 
@ some maintenance (see p52) 
Hincome from family income 
benefit life insurance policies 
@ the first year’s income from most 
permanent health insurance policies 
@ betting winnings and _ lottery 
prizes. 

See p62 for tax-free income from 
savings and investments. 


RATES OF TAX 

You’ll see that Steps 5, 6 and 7 of the 
calculator multiply your taxable 
income by 20, 5 and 15 per cent, 
even though the basic and higher 
rates of tax are 25 and 40 per cent. 
Don’t worry — the calculator will 
give the right result. It first works 
out 20 per cent tax on all your 
taxable income. It then works out 
how much of your income is taxable 
at more than the lower rate and 
charges an extra 5 per cent on that — 


so on that slice of income 
you pay tax at 20 per cent 
+ 5 per cent = 25 per 
cent. Finally, it works out 
how much = of your 
income is taxable at the higher rate 
and multiplies it by 15 per cent — so 
on that slice ofincome you pay tax at 
20 per cent + 5 per cent + 15 per 
cent = 40 per cent. The Revenue will 
use this method in the new self- 
assessment tax return (see p30). 


WHAT TO ENTER 


In the calculator you will see: 

® a ‘net’ column — enter income 
after tax deducted at source (such as 
actual interest received from a build- 
ing society) and any outgoings paid 
after basic-rate tax relief (such as 
covenant payments to charity) 

Ma ‘tax paid’ or ‘tax deducted’ 
column — enter here any tax already 
paid on income, and tax relief 
already received on outgoings 

@ a ‘gross’ column — enter here your 
income before tax, and outgoings 
before tax relief. 

The calculator first works out the 
tax due on your gross income minus 
gross outgoings. It then takes into 
account any tax already paid minus 
tax relief already received. So it’s 
important to enter the right figure. 
To find the gross amount, either add 
together your net amount plus the 
tax, or divide the net amount by 
0.75 (0.8 for dividends and most 
unit trust distributions). 


NOTIONAL TAX 

Taxable life insurance gains and 
some types of dividends and unit 
trusts come with ‘notional tax’ 
deducted (see p61). This counts as 
tax paid, but cannot be reclaimed, 
even by non-taxpayers.The calcula- 
tor takes this into account. 


DIVIDENDS 

20 per cent tax is deducted from div- 
idends and most unit trust distribu- 
tions before they are paid. Basic-rate 


checking your income tax 
Pes eis cae are SN a | 


and lower-rate taxpayers have no 
further tax to pay, but higher-rate 
taxpayers have to pay an extra 20 per 
cent. That’s why dividends are 
deducted in Step 6, but extra tax is 
charged on them in Step 7. 

Note that there are special rules 
not covered by this calculator if you 
receive dividends (or unit trust dis- 
tributions) and: 
® a taxable redundancy payment or 
life insurance gain — these are exclud- 
ed from your taxable income (figure 
E) when working out higher-rate tax 
on dividends 
@ your taxable income excluding 
dividends (figure H) is within the 
lower-rate tax band (ie under 
£3,200), and you have taxable 
capital gains. In this case, the unused 
lower-rate band is used up against 
your capital gains before it is set 
against your dividends. 

Which? TaxCalc (see the back 
cover) does cover these special rules. 


ALLOWANCES 

Only the personal allowance and the 
blind person’s allowance (entered in 
Step 4) now give you full tax relief. 
The married couple’s, additional 
personal and widow’s bereavement 
allowances (entered in Step 9) give 
restricted relief. For 1995-96, this is 
15 per cent of the £1,720 allowance 
whatever your rate of tax. So they are 
worth only £258 for each allowance 
received (except in the year of mar- 


riage or if aged 65 or over). 
In some cases, the married 
couple’s allowance and_ blind 


person’s allowance can be trans- 
ferred to your spouse, and if you 
married before 6 April 1990 you 
may be entitled to a transitional 
allowance. Remember to include any 
transferred amount with your 
own allowances. 
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Mark Harwood 


Income tax calculator 


1 ENTER YOUR INCOME AND ANY TAX ALREADY PAID OR DEDUCTED 
Income from employment As well as your basic salary or wages, include commission, bonuses, tips, holiday pay, 
taxable income from a profit-sharing scheme, taxable sick and maternity pay, and the taxable value of any fringe benefits 
(see p38). But deduct any contributions to your employer's pension scheme, charitable payments made through a payroll 
giving scheme, any tax-free profit-related pay, and anything spent on allowable expenses and not reimbursed (see p43). 


Make sure you enter the right figure in 
each box. See ‘What to enter’, p27, if 
you need more help. 


Net Tax paid Gross 


Taxable profits from self-employment and freelance earnings (after capital allowances and loss relief) 
See p42 for how to work this out, and remember to give the figure for the appropriate accounting period. 


Pensions and social security benefits Enter only the taxable amount. For pensions from abroad, this is 90 per cent 
of the amount due. 


Interest Enter the amount of any taxable interest received from bank and building societies, National Savings accounts, 
interest-paying unit trusts etc which is taxable in 1995-96. 


Dividends Enter any dividend or distribution received from shares and unit trusts. Enter the amount received, the tax 
credit, and add the two together to get gross income. Don’t enter stock dividends or foreign income dividends from UK 
companies (enter these at line B, below) or interest distributions from unit trusts (enter these under ‘Interest’, above). 
Income from land or property |f you let rooms under the Rent A Room scheme (see p55), don’t enter any tax-free 
amount. a 7 
Other income For example, taxable maintenance or alimony (see p52) and non-dividend income from trusts, 
settlements or the estates of people who have died. oe 
Income with notional tax deducted ‘Notional tax’ counts as tax already paid, but cannot be reclaimed, even by 
non-taxpayers. Enter here: 

@ stock (also called ‘scrip’) dividends and foreign income dividends See p61. Enter in rowB 

§ taxable gains on UK life insurance Only some insurance gains are taxable (see p61), Enter the taxable amount 
received in the ‘Gross’ box and 25 per cent of the gross figure in the ‘Tax paid’ box. 

NOW ADD UP ALL YOUR GROSS INCOME AND TAX PAID (EXCLUDING NOTIONAL TAX IN THE GREEN BOXES). 
ENTER THE TOTALS IN THE BOXES, RIGHT 


2 ENTER YOUR TAX-ALLOWABLE OUTGOINGS 
Pension contributions Enter payments to personal pension plans, retirement annuity contracts, Free-Standing AVCs 
and any life insurance bought through a personal pension plan. If you made payments net of tax relief (see p46), enter the 
tax relief in the ‘Tax deducted’ box. Don’t include any payments ‘carried back’ to a previous tax year. 
Vocational training payments Enter amounts if you paid for your own qualifying training. 


Charitable giving Enter gross amounts of any payments to charity, and the tax deducted, under a deed of covenant or 
the Gift Aid scheme (see p64). If you are a non- or lower-rate taxpayer, the Revenue may claw back the tax deducted. 
Maintenance payments Enter payments here only if they were made under the old rules (see p53) and they totalled 
more than £1,720. Enter the amount above £1,720 (you enter the first £1,720 in Step 9). 

Interest on qualifying loans Enter loan interest that qualifies for tax relief (eg to buy a house you rent out). See p19 
for details. Don’t enter loan interest for buying your own home — you normally get relief on this at source through MIRAS 
(see p54). If you don’t get relief through MIRAS, this calculator won't work for you. 

Class 4 National Insurance |f you're self-employed, you get tax relief on half your Class 4 contributions. Enter half of 
your Class 4 payments in the box. 


NOW ADD UP ALL YOUR GROSS OUTGOINGS AND TAX DEDUCTED AND ENTER THE TOTALS IN THE BOXES, 
RIGHT. 


— _ 


Total tax paid Gross income 


[Jt 


Net Tax deducted Gross 


Total tax deducted Gross outgoings 


| ae 


3 CALCULATE YOUR TOTAL INCOME AND TAX PAID 
® Deduct gross outgoings from gross income to find your total income. Carry the result to Step 4. 


& Subtract total tax deducted from total tax paid. Carry the result to Step 10. 


4 DEDUCT YOUR FULL RELIEF ALLOWANCES 
Enter your total income (D from Step 3). 


Personal allowance |f you were born after 5 April 1931, enter £3,525. If you were born on or before that date, you may 
get a higher allowance — see p48 for how much. 


Blind person’s allowance |f you were entitled to this allowance (see p26), enter £1,200 here. If your spouse can claim 
the allowance but doesn’t use it in full, enter any unused amount here and put in a claim to transfer it. 


DEDUCT ALLOWANCES FROM D TO FIND WHAT YOU WILL PAY TAX ON (YOUR TAXABLE INCOME). 
If the result is a negative figure, enter zero. 


28 TAX SAVING GUIDE 1996 


Total income 


Total tax paid [| 
|__| 


WHICH@® 


checking your income tax 
USGIDL iy eblaseelbeiat sere ke 3ST 
UNCHARITABLE TAX BILL 


Mrs T’s income is just above the 
level which disqualifies her for 
age-related allowances. In 1994, 
her tax office failed to allow for 
the charitable donations she 
makes under deed of covenant 
which effectively reduce her total 
income. Armed with the Tax 
Saving Guide she was able to 
contest this. She ended up with 
an apology and a cheque for £137. And when the same 
thing happened in 1995, she got a rebate for £231. 


5 WORK OUT YOUR LOWER-RATE TAX BILL 
Multiply E (from Step 4) by 20% and enter at F. 


IF E WAS £3,200 OR LESS, GO TO STEP 8. OTHERWISE, GO TO STEP 6 FIRST. 


6 WORK OUT YOUR BASIC-RATE TAX BILL 
Enter your gross dividend income (the total of figures A and B from Step 1). 


Deduct your gross dividend income (G) fromE. : ie 


Next, deduct the lower-rate tax band. -| 3,200 


i 9 
Multiply the result by 5% and enter at I. _ x0.05 = I 


IF E WAS £24,300 OR LESS, GO TO STEP 8. OTHERWISE GO TO STEP 7 FIRST. 


7 WORK OUT YOUR HIGHER-RATE TAX BILL * 
Enter E. E 


Deduct the basic-rate tax band. 24,300 


Multiply the result (J) by 15% and enter at K. 


" 
cq 
x 
- 
a 
a 
" 

, | 
A 


Enter in the left-hand box your gross dividend income (G) or J, whichever is lower. Multiply by 5% and enter at L. x0.05 = L 


ADD UP ALL THE TAX DUE (F + 1 + K + L). ENTER THE RESULT ATM 


9 DEDUCT EXTRA TAX RELIEF 
Enterprise Investment Scheme/Venture Capital Trusts Enter amount paid which qualifies for tax relief and x0.20 = 
multiply by 20%. 
Maintenance/alimony Enter first £1,720 of qualifying payments (see p52). Multiply by 15%. a 


x0.15 = 


Notional tax Enter any notional tax (the total of the two GREEN boxes in Step 1). = 


Married couple’s allowance, additional personal allowance and widow’s bereavement allowance Enter = 
amount you have claimed and multiply by 15%. x0.15 = 


NOW DEDUCT EXTRA TAX RELIEF FROM M (STEP 8). THIS IS YOUR TAX BILL. IF THE RESULT IS A NEGATIVE = N 
FIGURE, ENTER ZERO 


1 6) DEDUCT TAX ALREADY PAID 
Enter the total tax paid figure (€) from Step 3 and deduct it from your tax bill figure (N) in Step 9. Cc 


THE RESULT IS YOUR TAX BILL OR, IF A MINUS FIGURE, YOUR TAX REBATE 


WHICH@ TAX SAVING GUIDE 1996 29 


Robin Beckham 


MORE HELP 


Inland Revenue 
booklets SA/BK1 
(A general guide) 
SA/BK2 (A guide 
for the self- 
employed) 
SA/BK3 (A guide to 
keeping records 
for the self- 
employed) 
SA/BK4 (A general 
guide to record 
keeping) 


NEW 


The new return 
will consist of a 
short tax form and 
additional forms 
(called 
‘schedules’) 
relating to 
different types of 
income. 

Some people 
will need to 
complete only the 
tax form. Others 
will have one or 
more schedules to 
complete as well. 
This will depend 
on what type of 
income you 
receive. You can 
ask your local tax 
office to send you 
examples of the 
new forms. 


Self-assessment 


Major changes to the UK tax system will be 
with us soon. This chapter looks at some of 
the new rules and how they might affect you 


elf-assessment is a completely 

new system for assessing and 

collecting tax, which will start 
to take effect in the 1996-97 tax 
year. To find out whether this will 
have an impact on you, see ‘Who will 
be affected?’, below. 

The new system puts more 
responsibility on you, the taxpayer, 
to provide all the information 
needed to assess your tax. From 
April 1997, there will be a new-style 
tax return, which will be more specif- 
ic to your own circumstances (see 
‘New’, below). 


TRANSITIONAL RULES 


Businesses currently taxed on a 
‘preceding-year’ basis, (see ‘The 
self-employed’, right, for what this 
means) will go through a 
transitional period in order to catch 
up on their accounts. 

Basically, this means that profit 
from the two accounting periods 
ending in the 1995-96 and 1996-97 
tax years will be added together, 
and an ‘appropriate percentage’ 
taken for the calculation of tax. For 
most businesses this will work out 
as roughly 50 per cent, which 
means that only half the profits 
made during those two accounting 
years will be taxed (see ‘A Tax- 
saving transition’, opposite, for 
more details). 


INVESTMENT INCOME 

Some investment income has 
traditionally been taxed on a 
preceding-year basis, and this _ 
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WORKING OUT YOUR TAX 
The new tax return will have a 
section which lets you calculate your 
own tax. This isn’t compulsory 
under the new system: the Revenue 
will still do this calculation for you, 
but you will have to send your return 
back earlier (by 30 September 
instead of 31] January after the end of 
the tax year). 

But even if the Revenue does the 
figures, it’s your responsibility to 
provide it with all the correct infor- 
mation. The new tax return effec- 
tively asks you to make a 
self-assessment of your tax affairs for 
the year, from which the tax that’s 
due will be calculated. 


WHO WILL BE AFFECTED? 
Everyone who receives a tax return 
(approximately nine million UK tax- 
payers) will be affected in some way 
by the new system. If you’re self- 
employed, in partnership, or receive 
certain types of investment income, 
there are special rules which may 
apply to you now (see “Transitional 
rules’, left). 

If the income you receive always 
has the correct amount of tax 
deducted at source by your employer 
or pension provider, the new self- 
assessment system won’t really affect 
you greatly. However, there are two 
new rules, which take effect from 
April 1996, that all taxpayers should 
be aware of. 


Keep records 

You are now required, by law, to 
keep records of all income and 
capital gains so that you are able to 
complete a tax return should you 
need to. For more details, see ‘What 
to keep’, opposite. 


Request a tax return 

If you start to receive income which 
the Revenue may not know about 
(from a property or another job, 
say), you must ask for a tax return 
within six months of the end of the 


PENALTIES AND CHARGES 


Under the new rules, the final date 
for sending back your tax form (if 
you decide to calculate tax 
yourself) is 31 January following 
the end of the tax year. If you miss 
this date, you will be charged a 
fixed penalty of £100. And if the 
return is still outstanding six 
months later, you will be charged a 
further £100. An additional penalty 
of up to £60 a day can be applied 
in more serious cases. 

If you don’t pay your tax on 
time and it’s still outstanding after 
31 January following the end of 
the tax year, you’ll be charged 
interest. In addition, a5 per cent 
surcharge will be applied on any 
tax unpaid by 28 February. This 
surcharge will be increased to 10 
per cent if tax is still unpaid by 31 
July. If you overpay tax, the 
Revenue will pay you interest at a 
rate that has yet to be determined. 

You will be able to appeal 
against the penalties and 
surcharges if you think you have a 
reasonable excuse for failing to 
meet the new rules. 


relevant tax year (October 1996 for 
the 1995-96 tax year). This is more 
strict than in the past: previously, 
you had 12 months to tell the 
Revenue about any new income. 


HOW WILL IT AFFECT YOU? 
Here, we look at how the new self- 
assessment rules will affect you. 


The self-employed 

If you are self-employed and have 
been in business since before April 
1994, the new system will be a big 
change for you, particularly the 
move from a ‘preceding-year’ basis 
to a ‘current-year basis’ of assess- 
ment. Up to now, you have paid tax 
on the profits made in the account- 
ing year ending in the previous tax 
year. But from 6 April 1997, you will 


WHICH® 


pay tax on the profits made in the 
accounting year which ends in the 
current tax year. 


Partners and partnerships 

If you are in partnership with other 
people (even one other person), you 
will be affected most of all. Under 
the new system, each partner will be 
responsible only for their own tax 
and will no longer have to pay the 
tax on a defaulting partner’s share. 
In addition, there are special rules 
which apply to you if partners are 
leaving or joining. 

Decisions you make now could 
affect your tax position dramatically 
during the accounting periods 
leading up to self-assessment. If you 
haven’t already talked to your 
accountant about self-assessment, 
now is the time to do it. 


Employees and pensioners 
The main changes that will affect 
employees and pensioners will be the 
new dates for filing returns, as well as 
the new forms themselves. Make 
sure you keep records from April 
1996 if you don’t already. From the 
end of the the 1996-97 tax year, 
your employer or pension provider 
will have new deadlines for supplying 
the income figures you need to com- 
plete your tax return: they must give 
you your P60 by 31 May, and your 
P11D (if applicable) by 6 July. 

If you receive certain types of 
investment income that has been 
taxed on a ‘preceding-year’ basis, see 
‘Transitional rules’, opposite. 


WHAT TO DO NOW 

Although the first self-assessment tax 
return won’t be issued until April 
1997, there are some things you can 
do now to start preparing. 


Use your tax inspector 

Get all the Inland Revenue leaflets 
about self-assessment and, if there is 
anything you don’t understand, ask 
your local tax inspector. 


WHICH@ 


Get up-to-date 
If your tax affairs are not up-to-date, 
now is the time to get them 
finalised, so that when self-assess- 
ment arrives you won’t be working 
with two systems. 


Keep accurate records 

Make sure you keep detailed 
records of all your income and 
capital gains so that you can refer to 
them when the time comes to com- 
plete your first new tax return. 


self-assessment 


yourself, p41). 


However, during 1995, the group Ann works with asked her to 
increase her hours quite substantially. This means that, for the 
first time, Ann will make a taxable profit in her accounting year, 
ending 31 March 1996. This year is also part of the transitional 
period (see opposite) leading up to self-assessment, which will 
cover the 24-month accounting period ending 31 March 1997. 
During this period Ann pays tax on only an ‘appropriate 
percentage’ of profits made - broadly, 50 per cent. 

As the table, below, shows, by increasing her profits during 
the transitional period, Ann has basically halved her tax bill and 
has saved £350 tax because of the transitional rules. 


HOW ANN BENEFITS FROM THE TRANSITIONAL PERIOD 


Accounting year Taxable profit Tax Tax Payment 
(after deduction | year due dates 
of allowances (£) 
and expenses) 
(£) 
12 months to 31 March 1994 | nil 1994-95 | nil Jan/July 1995 
| 12 months to 31 March 1995 _| nil 1995-96 | nil Jan/July 1996 
12 months to 31 March 1996 | 1,700 1996-97 | 350 Jan/July 1997 
and (transitional | (20% of | and Jan 1998 
12 months to 31 March 1997 | 1,800 (estimated) period) £1,750) 
Two accounting years Profit figure 
included in transitional used for tax 
period, so profit for these | assessment: 
years combined andtax | £1,750 
levied on half this figure | 
12 months to 31 March 1998 1997-98 Jan/July 1998 
and Jan 1999 


Wrest aie Ue | 
PROFESSIONAL ADVICE WHAT TO KEEP 
All sorts of advisers are starting now If you are in 
to offer services in advance of the business or 
marketing bonanza self-assessment receive rental 
is offering. If you think you may income, keep 
need advice, remember that anyone receipts and 
can call themselves a ‘tax adviser’, so details of 
look for an adviser with a Chartered expenses, goods 
Institute of Taxation (ATII) or purchased and 
Association of Taxation Technicians sold, account 
(ATT) qualification. Alternatively, books, deeds, 
try one of the Inland Revenue’s Tax —_- contracts and 
Enquiry Centres. computer records. 
Records must be 
kept for just under 
six years. 
A TAX-SAVING TRANSITION if you are an 
Ann Leverett is a self-employed = = 
4 b pensioner, there 
administrator. She works mainly for are no specific 
one voluntary group, but the rules but you must 
Revenue has agreed self-employed keep any records 
status with her (see Working for that will help you 
make a complete 
Ann makes up her accounts to 31 and correct return, 
March each year. Until recently, she such as your P60, 
worked only a small number of hours bank statements, 
a week, and her overall profit less dividend vouchers 
expenses did not exceed her etc. Keep all 
personal allowances. This has meant records for 22 
that she’s had no tax to pay. months after the 
end of the tax year. 
For more 


information on 
record-keeping, 
get Inland 
Revenue booklets 
SA/BK3 and 
SA/BK4. 


TIP 


If you make a loss 
during one of the 
accounting 
periods which 
make up your 
transitional 
period, it is 
important that you 
treat the loss 
separately — do 
not aggregate the 
two periods as 
described in 
‘Transitional 
rules’, opposite, 
as you can still 
offset against 
income losses 
made during the 
transitional 
period. 
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WARNING 


If your tax affairs 
are simple enough 
to be handled by a 
computer (the 
case for some 
employees and 
pensioners), the 
Revenue gets your 
tax right first time 
in about 92 per 
cent of cases. 
However, if you are 
self-employed or 
your tax affairs 
are more complex, 
there’s between a 
one in five and one 
in six chance that 
the Revenue won’t 
get it completely 
right first time. 


NEW 


In this chapter, we 
explain a Schedule 
E notice of 
assessment for 
the tax year 
ending on 5 April 
1996. Because of 
the introduction of 
self-assessment 
(see p30), 1995-96 
is the last tax year 
for which you will 
get notices of 
assessment as 
described here. 


How to check a 
notice of assessment 


A notice of assessment 
tells you how the Inland 
Revenue has worked out 
your tax bill 


Yu may not get a notice of 
assessment if you pay tax under 
PAYE (see p34) and your affairs are 
straightforward. But you may be 
sent what is called a Schedule E 
notice of assessment if: 

Myour tax return included some- 
thing not taken account of in your 
PAYE code (for example, some 
untaxed interest), or 

@the P11D form your employer 
sends the Revenue to notify it of 
your fringe benefits includes a 
benefit not taken account of in your 
PAYE code, or 

@ you pay tax at the higher rate, or 
@ you have income from a number 
of sources or jobs, or 

@ you are sent a tax rebate, or 

@ you have underpaid tax. 

You can ask for a notice of assess- 
ment if you think you have overpaid 
tax. But it might not be worthwhile 
if the difference between your calcu- 
lations and the Revenue’s is small: 
this could be due to small amounts 
of tax unpaid because of roundings 
in the PAYE system. 


OTHER NOTICES 

Small amounts of income from 
investments, property and freelance 
earnings may be shown on a 
Schedule E notice. But if you have 
substantial amounts, you’ll get a sep- 
arate Schedule A or D notice. See p5 
for an explanation of schedules. 


MAKING SENSE OF IT 

You may be confused by the : 
amounts of the tax bands shown in : 
Section 3 of your notice of assess- : 
ment. That’s because tax inspectors : 
may adjust the bands on which you 
pay no tax, or lower- or basic-rate 
tax, upwards (to give you tax relief : 
on allowable outgoings) and down- ° 
wards (to collect the tax due on : 
investment income, say). These : 
adjustments are shown in Sections 4 : 
and 5 of your assessment. Opposite, 
we show how this works in the fic- : 
tional case of John Smith. 
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Income from 
employment, pensions, 
benefits etc and 
deductions 

This section includes before- 
tax income received in the tax 
year, the amount of tax already 


paid through .PAYE and 
any deductions — ‘allowable 
expenses’ — for which you have 
not been reimbursed. 

John Smith earned £28,710 
after pension and _ payroll 
giving contributions in the 
1995-96 tax year. He also 
spent £104 on his subscription 
to the opticians’ professional 
register — an allowable expense. 

He has a new company car 
with a taxable value of £5,250, 
plus a taxable petrol value of 
£850. This is £6,100 in total. 
The total tax that he paid 
under PAYE was £9,245.78. 

Amount of assessment 
gives the total of income less 
any deductions. 


Allowances etc 

This shows your free-of-tax 
income, including allowances. 
Outgoings that qualify for tax 
relief but do not get it at source 
(some loan interest, say) may 
be included here. 

John Smith is married but 
since the married couple’s 
allowance is a maximum 15 per 
cent of £1,720 in 1995-96, it 
appears in Section 5 of the 
notice. His Total allowances 
for 1995-96 consist of his per- 
sonal allowance of £3,525. 

The £2,475 at Less 
allowed elsewhere is part of 
his allowance which was set 
against untaxed investment 


3 


income at Elsewhere total(s) 
in Section 4. It leaves £1,050 
Allowed in this assessment. 


Amount chargeable 

to tax 

This shows the income on 
which you must pay tax, 
worked out by deducting 
Allowed in this assessment 
(Section 2) from Amount of 
assessment (Section 1). The 
amount chargeable at each rate 
comes from the This assess- 
ment row in Section 4. 

Tax assessed tells you the 
amount of tax for which you’re 
liable in the 1995-96 tax year, 
but may be affected by any 
adjustments from Section 5 
(married couple’s allowance in 
John Smith’s case) — and by 
any tax over- or underpaid in 
previous years. So Net tax 
over/underpaid is the final 
figure. John Smith’s tax bill 
after adjustments is £9,330.15. 
This is £84.37 less than he paid 
under PAYE. 


Allocation of allowances 
and rates of tax 
This section shows how tax is 
collected on income gained 
other than from employment. 
Under Allowed elsewhere 
are all John’s taxable sources of 
income apart from his salary. 
In 1995-96, £2,200 from 
British Government stocks 
bought on the National 
Savings Stock Register and 
£275 from National Savings 
Capital Bonds are taxable. 
Neither has had any tax 
deducted at source, so the total 
of £2,475 appears in the 


WHICH® 


You should quote both lines of this reference it 
you write of call - it will help to avoid delay 


Revenue me 


YEAR ENDED 5 APRIL 1996 


them. 
appeals, and tell you how to check this Notice. 


to contact this office. 
Yours faithfully 


MR A B SEE 

HM INSPECTOR OF TAXES 
LONDON 2 

111 ADMIN STREET 
ADMIN TOWN 


ADMIN COUNTY 
ADM iN 


Tel : 01952 123456 


If this assessment shows tax overpaid you will 
normally be sent a cheque. If you have other tax 


5 Explanation 


MARRIED ALLOWANCE 1720 @ 15% 258.00 


TOTAL 258.00 
MAXIMUM OF BASIC RATE BAND 21,100 


ADD FURTHER RELIEF DUE FOR: 
PERSONAL PENSION CONTRIBUTIONS (PPR) 1500 


GROSS DEEDS 400 
TOTAL CHARGE @ 25% IN SECTION 4 23,000 


THE UNDERPAYMENT WILL BE COLLECTED THROUGH 
YOUR CODING FOR 1996-97 


P70(T) 


IN WRITING, WITHIN 30 DAYS from the date of issue of the 
Assessment Notice. You should say what you think is wrong with 
the assessment and, if necessary, let me have the correct 
details or state the date by which I may expect to receive 


The enclosed notes give general guidance, and advice on 


the tax will normally be collected through the Pay 
As You Earn system (PAYE), You will be given details 
liabilities however, the overpayment may be set off on Notice of your tax code (form P2). Alternatively 
against these. if this assessment shows tax underpaid you may be sent a separate request for payment 


1 Income from employments, pensions, benefits etc and deductions if = estimated) 


SSS Deductions 
Income Tax Assessment: Schedule E £ 
EYESAW OPTICIANS 
r * peti sd PROPESSTONAZ Bund 104 
MR JOHN SMITH 14 JUN 1996 
2 THIRD STREET — 
FOURTH TOWN 
FIFTHSHIRE 
L TF12 4R7 | 
Dear Sir 
This Notice of Assessment is addressed to you personally as 
required by law, but it should be shown to your professional 
adviser or agent (if you have one) IMMEDIATELY. 
If you think the assessment is wrong you should appeal to me, TOTALS 104 


Less Total Deductions 


Amount of assessment 


2 Allowances 


Personal Allowance 3525 


If you require any further information please do not hesitate 


Total Allowances 3525 
Less Allowed elsewhere 2475 
Allowed in this assessment 


3 Amount chargeable to tax 


Chargeable at: 

Lower rate at 20.00% on 2200 
Basic rate at 25.00% on 22895 
Higher rates(s) on 8561 


Total Tax Due 


Less adjustments (see section 5) 
Tax Assessed for 1995-96 


THE FIGURE FOR ‘ADJUSTMENTS’ IS MADE UP OF THE FOLLOWING : 


Less tax deducted 


Net tax underpaid at 5 April 1996 


NOTICE OF ASSESSMENT AND STATEMENT OF TAX UNPAID OR OVERPAID FOR 1995-96 


4 Allocation of allowances and rates of tax 


Allowances 


Allowed elsewhere: 

UNTAXED INTEREST 275 
GOVERNMENT STOCKS 2200 
DIVIDENDS 1000 
BSI RECEIVED 


Elsewhere total(s) 2475 1000 
This assessment 1050 2200 
TOTALS 3525 3200 


Rates of Tax 
20.00% 25.00% 40.00% 


notice of assessment 
(Setar a ha coum ee enema Ns Tcl 


JOHN SMITH’S NOTICE OF ASSESSMENT 


Tax 
Deducted 
or 
Refunded 
Income (R=Refund) 


Note 


28710 9245.78 


34,810 9245.78 


1,050 
33,656 
ei 
440.00 


5723.75 
3424.40 


9588.15 


258.00 
9330.15 


9245.78 P| 
84.37 


8561 
8561 


Allowances column. This 
means that the tax is collected 
by reducing his personal 
allowances (in Section 2), 

John has also received £800 
in dividends (£1,000 gross). 
They come with a 20 per cent 
tax credit (so 20 per cent tax 
has already been paid). But 
because he is a 40 per cent tax- 
payer he needs to pay an extra 
20 per cent tax on them, so his 
20 per cent tax band is 
reduced. He received £78.75 
building society interest, which 
had 25 per cent tax deducted 
before he received it. The gross 
income of £105 appears in the 
25 per cent column, reducing 
his 25 per cent band. The total 
of the columns appears in the 
Elsewhere total(s) row. 

The TOTALS row shows 
how much of your total 
income, including investment 
income, is free of tax, taxed at 


WHICH@ 


20 per cent, 25 per cent, and 
40 per cent. (The 25 per cent 
figure is carried over from 
Section 5.) By deducting the 
figures in the Elsewhere 
total(s) row from those in the 
TOTALS row, you get This 
assessment. The figures in this 
row show you how much of 
your income from employ- 
ment, pensions etc (in Section 
1) is free of tax — which appears 
in Section 2 as Allowed in this 
assessment — and how much is 
taxed at 20, 25 and 40 per 
cent. The 40 per cent figure is 
reached by taking the amounts 
taxable at 20 and 25 per cent 
from the Amount chargeable 
to tax in Section 3. 


Explanation 

This gives extra information 
needed to understand the 
assessment. The — restricted 
relief John Smith gets on his 


married couple’s allowance is 
shown here. MAXIMUM OF 
BASIC RATE shows how you 
get higher-rate tax relief on 
some outgoings paid after 
deduction of basic-rate tax 
relief. This is done by increas- 
ing the amount on which you 
pay basic-rate tax. 

So, for example, John 
Smith is entitled to higher-rate 
relief on payments to his per- 
sonal pension and on_ his 
covenant to charity (‘gross 
deeds’). These are added to the 
basic-rate tax band of £21,100, 
extending the income on 
which he pays basic-rate tax to 
£23,000. His new basic-rate 
tax band of £23,000 is carried 
over to the 25 per cent column 
in the TOTALS row of 
Section 4, 

Finally, Section 5 explains 
how the tax John Smith owes 
will be collected. 


HOW TO APPEAL 
AGAINST AN 
ASSESSMENT 


Check a notice of 
assessment at 
once, Make sure 
the figures agree 
with your tax 
return and P11D 
and that all the 
allowances you 
have claimed are 
shown. If you think 
it may be incorrect 
in some way, 
appeal in writing, 
and apply to 
postpone any tax 
you think is 
overcharged. With 
a Schedule E 
assessment, send 
a letter to the 
address on the 
assessment, 
explaining what is 
wrong; witha 
Schedule A or D 
assessment, you 
can instead fill in 
the appeal form 
sent with the 
assessment. 

You must appeal 
within 30 days. 
Normally, if you 
don’t, the 
assessment 
becomes final, and 
can’t be altered 
unless there’s a 
mistake on your 
tax return. But if, 
for good reason, 
you can’t appeal 
within 30 days, do 
SO as soon as you 
can, giving the 
reason. If your late 
appeal isn’t 
accepted, 
consider taking 
the matter further 
-see You and the 
Inland Revenue, 
p4 for details of 
how to do this. 
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MORE HELP 


Inland Revenue 
leaflets IR17 
(Share 
acquisitions by 
directors and 
employees) 

IR33 (Income tax 
and school 
leavers) 

IR34 (PAYE) 

IR41 (Income tax 
and the 
unemployed) 
IR42 (Lay-offs and 
short-time work) 
IR43 (Income tax 
and strikes) 

IR65 (Giving to 
charity) 

IR95 (Approved 
profit sharing 
schemes) 

IR97 (Approved 
Save As You Earn 
share option 
schemes) 

IR99 (Approved 
executive share 
option schemes) 
DSS leaflet CA01/ 
NP28 (National 
insurance for 
employees) 


Income from a 
job or pension 


Under the Pay As You Earn (PAYE) 
system, tax is deducted from most 
salaries and many pensions before 


they are paid out 


bah payslip or pension notifica- 
tion, together with the notice of 
coding (which the Revenue may 
send you) are the keys to checking 
that the right amount of tax has been 
deducted. On p36 we explain what 
some of the entries on a payslip 
mean. First, we explain PAYE. 


PAY AS YOU EARN 
The Revenue gives employers a 
PAYE code for each employee. This, 
together with various tax tables, 
enables your employer to deduct the 
right amount of tax from your pay. 
A PAYE code consists of a letter 
and a number. The letter allows 
employers to alter your code auto- 
matically each year in line with 
Budget changes. See below for what 
each letter means. 


CODE NUMBERS 
The number in your PAYE code tells 
your employer how much free-of-tax 


pay you’re allowed in the whole tax 
year (unless it’s a K code). 

The number is arrived at by 
working out the allowances and tax 
relief to which you are entitled. An 
amount is then deducted for any 
taxable benefits or income you get — 
such as a company car or state 
pension — on which your tax office 
needs to collect tax. The result is the 
amount of free-of-tax pay to which 
you are entitled in the next tax year. 

The last figure of the result is 
knocked off to get the number in 
your PAYE code. If, for example, 
your code is 352L, and you are paid 
monthly, each month you get one- 
twelfth of £3,529 of tax-free pay (the 
knocked-off figure is always assumed 
to be a 9). So about £294 (£3,529 
divided by 12) of your monthly pay 
won’t be taxed. 


WHAT PAYE CODES MEAN 


L You get the basic personal 
allowance. 


i You get the basic personal 
allowance plus either additional 
personal or married couple’s 
allowance, and you are likely to 
pay basic-rate tax. 


P You get the full age-related 
personal allowance for a single 
person aged 65 to 74. 


V Your 65th to 74th birthday falls 
within the tax year, you are likely 
to pay basic-rate tax and you are 
entitled to both the age-related 
personal and the married 
couple’s allowances. 


T This is used in all other cases 
where the number in the code 
(see above) stands for your 
allowances. You should ask for 
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this code if you don’t want your 
employer to know your age or 
marital status. 


KK __ The deductions from your free-of- 
tax pay, such as taxable state 
benefits, exceed your personal 
allowances. The excess over your 
allowances will be added to your 
income each pay period. 


You will pay no tax on this 
income. 


NT 


All your earnings are taxed at the 
basic rate. 


DO All your earnings are taxed at the 
higher rate. 


You get no allowances. Tax will be 
deducted at the lower, basic and 
then the higher rate, depending 
on your income. 


OT 


Your fringe benefits and other 
income may come to more than your 
allowances and outgoings. If so, 
your code ends with the letter K. 


YOUR NOTICE OF CODING 
A notice of coding gives details of 
how your PAYE code is worked out. 
You won’t necessarily get one every 
tax year, especially if your tax affairs 
are straightforward. The Revenue 
sends out most notices in advance, 
to apply from the start of the tax year 
(6 April). You may also be sent one if 
you query your code or if your 
allowances change during the year. 
There’s an example of a notice of 
coding opposite. Below, we explain 
the main entries — a full explanation 
is in the leaflet sent with each notice. 


Allowances 

Figures on the left-hand side of your 
notice increase the amount of free- 
of-tax pay to which you’re entitled. 
You’ll see your personal allowance, 
then any other allowances, such as 
married couple’s allowance. If you 
are 65 or over, you may see an esti- 
mate of your total income for the 
year described as EST INC. This is 
the figure used to calculate your age- 
related allowances. 

Tax-allowable outgoings that 
qualify for tax relief may also be 
shown, with the expected amount 
for 1996-97 estimated on the basis 
of 1995-96 figures. Possible entries 
include: 

@ payments for allowable expenses 
incurred in your job and for profes- 
sional subscriptions essential for 
your work 

@ payments to a personal pension 
plan, free-standing additional volun- 
tary contribution plan (FSAVC) or 
retirement annuity contract 

@ a loan or mortgage that qualifies 
for tax relief, but which is not paid 
under the MIRAS scheme (see p54) 


WHICH@ 


Revenue 


123 


MR JOHN SMITH 
2 THIRD STREET 
FOURTH TOWN 
FIFTHSHIRE 


L. 


See Allowances 
wote 


15 PERSONAL PENSION 
17 PERSONAL ALLOWANCE 
17 MARRIED ALLOWANCE 


PAYE Coding Notice 


Your employer or pension payer will use your tax code to 
deduct tax payable under Pay As You Earn (PAYE) 


1423456 123456 AA 123456 


The net allowances figure below shows by how much 
your total allowances are exceeded by certain untaxed 
income and other items, The amount shown is added to your 
pay or occupational pension for PAYE tax purposes. This 
notice of tax code replaces any previous notice for the year. 


Total allowances 6118 


Your code for the year to 5 April 1997 — is 


From: HM Inspector of Taxes 
LONDON 2 ; i 
411 ADMIN STREET 
ADMIN TOWN 

ADMIN COUNTY. AD 


Tel; 01952 123456 


below if you contact us, 


123/12345 


——— 


{ 


M 1N 


| You should quote both numbers 


aa 12 34 5 


6 6C¢ 


41 


TF12 4R1 “ : A 
Z Date 24.06.96 


£ See Less amounts taken away to 
note cover items shown below 


563 25 BENEFITS (CAR) 

3765 25 BENEFITS CAR FUEL 

1790 25 UNTAXED INTEREST 
33 ALLCE RESTRICTION 
29 UNPAID TAX 


Less total reductions 


i _ 
Net allowances used to work out your code 


K381 


See note A_ overleaf 


P2K(1) 


Please keep this coding notice. You may need to refer to it if you have to fill in a Tax Return.] 


LLL 


If you think the code is wrong, or if your personal 
circumstances change, you should tell your Tax Office 
immediately. The ‘See note’ column refers to notes in leaflet 
P3(T) Understanding Your Tax Code. Please see the notes 
overleaf about K codes and how your code is used, 


tax and your job 
Tae eterna cape td 


JOHN SMITH’S NOTICE OF CODING 


John Smith receives one notice of coding in 
January 1996 and another in June 1996, when 
his tax office sees from his tax return that his 
circumstances have changed. 

On the left-hand side of his June notice, John 
sees his personal and married couple’s 


Pays allowances. The ‘PERSONAL PENSION’ entry 
890 gives him the higher-rate tax relief due on his 
2475 FSAVC pension (see p45). The gross amount is 
q f £1,407, but John gets basic-rate relief by paying 
less to the pension company, so only 16/40ths of 
the gross amount is shown (the 40 per cent relief 
due minus 24 per cent already given). 
‘ALLCE RESTRICTION’, on the right-hand side, 
9943 adjusts John’s code because the married 
-3a25 couple’s allowance is worth only 15 per cent of 
£1,790 in 1996-97. As John pays 40 per cent tax, 
the £1,118 restriction effectively gives him tax 
relief of £1,790 - £1,118 = £672 x 40 per cent = 
CCO 9/95 £268.80. 


@ maintenance payments that 
qualify for tax relief 
® tax-allowable payments to charity 
if you are a higher-rate taxpayer. 
Note that with some of these out- 
goings — such as personal pension or 
FSAVC contributions and charitable 
gifts — you will already have received 
basic-rate tax relief by paying less to 
start with. Ifso, there will be an entry 
only if you are also entitled to 
higher-rate tax relief, and the 
amount shown will be adjusted to 
take account of this. 


Deductions 

Entries in the right-hand column 
reduce your allowances, so you get 
less free-of-tax pay. They include: 

® fringe benefits from your job, such 
as a company car or van, free fuel, 
private medical insurance or a low- 
cost loan 

@ taxable work expenses reimbursed 
by your employer 

@ other income from working not 
taxed under PAYE, such as part-time 
earnings, commission or tips 

@ taxable state pensions and benefits 
@ other pension income not already 
taxed under PAYE 

@ any investment income received 
before tax, such as most taxable 
National Savings interest 

@ taxable rental income 

M taxable maintenance payments 


WHICH@ 


received under a court order dated 
before 15 March 1988. 

If you owe tax from a previous 
year which is not being collected in 
one payment, an amount will appear 
next to UNPAID TAX. This reduces 
your code sufficiently for you to pay 
extra tax equal to what you owe. 

If you pay tax at the higher rate 
(40 per cent), the additional tax you 
owe on any investment income is 
collected by the entry next to 
HIGHER RATE ADJ. 


Restricted-value allowances 
In the 1996-97 tax year you get tax 
relief on the married couple’s, addi- 
tional personal and widow’s bereave- 
ment allowances, mortgage 
payments and most tax-allowable 
maintenance at only 15 per cent. 

To give you the right relief if you 
pay tax at more than 15 per cent, the 
full allowance is shown under 
‘Allowances’, with an adjustment 
(ALLCE RESTRICTION © or 
LOAN RESTRICTION). Deduct 
the restriction from the full 
allowance and multiply the result by 
your highest rate of tax and you 
should get the correct relief. 

For example, in 1996-97 married 
couple’s allowance+s worth £1,790 x 
15 per cent = £268.50 to a couple 
both aged under 65. If the husband 
is a basic-rate taxpayer, he might see 


‘UNTAXED INTEREST’ is a way of collecting 
through PAYE the tax on investment income 
received before tax. ‘UNPAID TAX’ relates to the 
£84 John’s 1995-96 notice of assessment 
showed was due (see p33). However, £210 is 
deducted here because this, when multiplied by 
John’s top rate of tax (40 per cent), will bring in 
the £84 owing (£210 x 40 per cent = £84). 

At the bottom of the notice, John’s 
allowances total less than his deductions, so he 
gets a K code (K381). This means that he gets no 
free-of-tax pay; instead, one-twelfth of £3,819 is 
added to his taxable pay each month, andhe 
pays tax on the total. 


a restriction of £670 on his notice: NEW 
£1,790 -— £670 = £1,120, which 
‘qi . ‘ For the tax year 
when multiplied by 24 per cent gives : ‘ 
; ‘ i starting on 6 April 
£268.80. A higher-rate taxpayer, like 
jas. Giavitl is ih _ . 1996, allowances 
John Smit h (a ove), might see a have risen and the 
£1,118 restriction, but it varies with _ pagic rate of tax 
age and income. has fallen to 24 per 
cent. These new 
Net allowances figures appear in 
Your deductions are taken away any notice of 
from your total allowances to give — coding you might 
the amount of free-of-tax pay (ifany) — get in early 1996, 
you’re entitled to for the coming — so we have used 
year. This is converted to your PAYE _ them in this 
code by removing the last digit and _ chapter. In the rest 
adding the relevant code letter. of the Guide, we 
If your total deductions exceed __ use the figures for 
your allowances, your PAYE code _ the tax year just 
will begin with the letter K, and the pny (1995- 


excess is added to your pay for tax 
purposes. 


> 
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END OF THE YEAR 


At the end of each 
tax year, your 
employer will give 
you form P60 (or 
an equivalent 
form). This is a 
record of your 
total pay for the 
tax year, and of 
how much tax 
you’ve paid under 
PAYE. Keep it 
carefully - you will 
need it to help you 
complete your tax 
return and check 
any notice of 
assessment. 


Your payslip 


ve payslip tells you how much 
pay you get before and after 
deductions such as tax, National 
Insurance or pension contributions. 


NATIONAL INSURANCE 
As an employee, you may have to pay 
Class 1 National Insurance unless 
you are above the state pension age, 
or you earn less than the lower earn- 
ings limit (LEL). This is £58 a week 
(£3,016 a year) in the 1995-96 tax 
year. Ifyou earn more than the LEL, 
you pay 2 per cent on the first £58 a 
week, and 10 per cent on pay over 
that amount (or 8.2 per cent if you 
are contracted out of SERPS) up to 
the upper earnings limit (UEL) of 
£440 a week (£22,880 a year). You 
pay no more National Insurance on 
earnings above the UEL. 

In the 1996-97 tax year, the LEL 
rises to £61 a week, and the UEL 
goes up to £455 a week. 


SERPS 

If you are contracted out of the State 
Earnings Related Pension Scheme 
(SERPS) via a personal pension plan 
(PPP), your payslip will still show 
full-rate National Insurance. The 
DSS should pay the difference 
between the full and the contracted- 
out rates direct to your PPP. To 
check, ask the pension provider fora 
statement of your contributions. 


INCENTIVE SCHEMES 
Generally, any payment, whether in 
cash or in kind, is taxable. But some 
fringe benefits have income tax 
advantages, as do the schemes, right. 
But there may be capital gains tax if 
you sell shares from a scheme. 


New shares 

If your company is offering new 
shares to the public, you won’t pay 
tax on the benefit you get from 


JOHN SMITH’S PAYSLIP 


Not all payslips are 1 Your PAYE code shows the amount of 4 Pension contributions made by your 
the same - your free-of-tax pay you’re allowed for the employer and your employer’s 
employer may use year. National Insurance contributions. 
different headings 
from the ones in 2 Pay before deductions or gross pay. 5 Total pay and deductions for the year. 
our example. Other payments such as statutory 
sick or maternity pay, holiday pay or 6 The amount on which you have to pay 
expenses payments may also appear tax — ie after deducting payroll giving 
here or under separate headings. (see p64) and contributions to an 
‘approved’ or ‘statutory’ pension 
3 Deductions such as tax, National scheme. This automatically gives you 
Insurance, pension contributions and, full tax relief on these deductions. 
in this example, a charitable donation 
of £20 a month under the payroll Net pay is the gross amount less all 
giving scheme (see p64). the deductions for the period. 
8 15-11-95 | K405 1 | eo123456c A 1234 
ITEM UNIT RATE VALUE DEDUCTIONS DEDUCTIONS TOTALS 
SALARY 2500.00 TAX 774.091 GROSS T/D 20000.00 
2 NIC EE 170.55 TAXABLE 
PAY 19140.00 
PEN 3.5 87.50 TAX PAID 6199.28 
PAYROLL NI EMPEE 1364.40 
GIVING | 20.00 ERRLOTER CONTAINS: 
NI ER | 244.03 NI EMPER 1952.24 
3 PEN ER 322.50 PEN EMPEE 700.00 
PEN EMPER 2580.00 
4 PAYROLL 
GIVING 160.00 
sit Le 2500.00 
JOHN SMITH Bg AEP 6 2392.50 
a 2 DENS 1052.96 
2 Snr 7 1447.04 
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receiving more shares than members 
of the public, provided certain con- 
ditions are met. But if you pay less 
than the normal price, you are taxed 
on the difference. 


Approved profit-sharing 
scheme 

You can get shares in your employ- 
er’s firm free of tax, worth up to 
£3,000 a year (or 10 per cent of your 
earnings, if more, with an overall 
limit of £8,000 a year). The shares 
are held in a trust, which can’t nor- 
mally hand them over to you for at 
least two years. There is no income 
tax to pay when you get the shares or 
if you keep them at least five years. 


Approved savings-related 
share option scheme 

Your company can give you the 
right, or ‘option’, to buy its shares 
some years in the future at a price 
fixed now and up to 20 per cent 
below the current market price. 
However, you must buy the shares 
with the proceeds of a Save As You 
Earn (SAYE) scheme which normal- 
ly runs for five or seven years. 
Schemes can’t allow savings of more 
than £250 or less than £10 a month. 
There is usually no income tax when 
you receive the option. 


Approved executive share 
option scheme 

You get an option to buy shares in 
your company at some future date, 
but at today’s market value. Unlike 
the two schemes above, which must 
be open to all employees, an execu- 
tive scheme can be restricted, 
though not necessarily to ‘execu- 
tives’. Provided you held the options 
(or a written offer for them) on 17 
July 1995, there is usually no income 
tax when you receive or exercise the 
option. See ‘New’, opposite, for a 
replacement for this scheme. 


Profit related pay (PRP) 

PRP is that part of your earnings 
which fluctuates in line with your 
employer’s profits and is paid under 
a registered PRP scheme. These 
earnings are tax-free up to a limit of 
either one-fifth of your total pay 
(including the PRP part) or £4,000, 
whichever is the lower. 


WHICH@ 


Special cases 


hen you start or return to 

work, change jobs or leave 
employment, your income is likely to 
change. You may find that you’re 
paying the wrong amount of tax. 


YOUR FIRST JOB 

Tax won’t be deducted until you’ve 
used up all of the free-of-tax pay due 
since the start of the tax year. Your 
employer should give you form P46 
to complete and then send it to your 
tax office (though it only needs to do 
this if you earn £58 or more a week 
in 1995-96). 

Form P46 enables your employer 
to tell the Revenue about your job 
and to work out which PAYE code 
to use. If this is your first regular job 
since full-time education (and you 
haven’t received unemployment 
benefit, income support — paid 
because of unemployment or, from 
April 1996, Jobseeker’s allowance), 
you will be given an ‘emergency’ tax 
code (352L for 1995-96), This 
assumes that the only allowance you 
are entitled to is the personal 
allowance. Any tax overpaid will be 
refunded when the new code is 
issued or after the end of the tax year. 


IF YOU’VE WORKED BEFORE 
When you change jobs, your old 
employer should give you a form 
P45. This shows your PAYE code 
and details of the tax deducted from 
your total pay for the year to date. 
Give this to your new employer so 
that the correct amount of tax can be 
deducted from your pay. 

If you don’t or can’t give a P45 
to your new employer but this is 
your only or main job, your employ- 
er will operate the emergency code 
(see above) on a week 1 or month 1 
basis. This works as though each 
week or month is the first one of the 
tax year. This means that no account 
will be taken of any free-of-tax pay 
due from the beginning of the tax 
year to the time you started working. 
If this is not your only or main job, 
your employer will use the code BR 
(see p34 for details). 

You may pay too much tax for a 
while, although when your proper 
code is allocated to you, any tax 
you’ve overpaid will be refunded by 
your employer. 


WHICH® 


tax and your job 
Pesala: Soto wl 


SHARE OPTION 


_ Andrew Macpherson is a 
| customer services 
manager for ASDA. Since 
he has worked for them 
for several years, he was 
| eligible to join the share 
incentive scheme set up 
in June 1995. This gives 
him options worth 25 per 
cent of his basic salary - 
very good news as joining 


the scheme cost him 
nothing. He can use his options to buy shares — 
half in three years’ time, the other half in six in 
years’ time - at a price fixed now. 

Since Andrew already held his options on 17 
July 1995, he is not affected by the Chancellor’s 
decision to replace the scheme (see ‘New’, right). 
Employees who weren't eligible for options at 
that time shouldn’t lose out: now that the 
situation has been clarified, ASDA is planning to 
extend its share option scheme under the new 


rules later in 1996. 


OFF WORK 

Sick pay from your employer 
(including statutory sick pay) is nor- 
mally taxable, and the tax is collected 
through PAYE. But if what you 
receive is less than your free-of-tax 
pay, you will receive a refund of tax 
already paid in addition to the 
weekly or monthly sick pay. 


MATERNITY 

Statutory maternity pay (SMP) and 
any maternity pay from your 
employer are taxable, and the tax is 
collected through PAYE. State 


maternity allowance isn’t taxable. 


UNEMPLOYMENT 

If you become unemployed during 
the year, you might not use up all 
your free-of-tax pay. This may entitle 
you to a tax refund on the unused 
portion, but any unemployment 
benefit or some of the income 
support that you receive may reduce 
the refund. 

Your former employer should 
give you a P45: give this to the 
benefit office. If you are still not 
working, at the end of the year, you 
will get a P60U. This details all the 
taxable benefits that you’ve received 


and the tax that you’ve paid. 

If you are not due to pay tax on 
benefit you get because your income 
for the year is too low, use form P50 
to claim a refund. Revenue leaflets 
IR41, [R42 and IR43 are helpful. 


NEW ALLOWANCES OR 
OUTGOINGS 

Your code may change if you 
become entitled to a new allowance 
or incur a new outgoing during the 
tax year. Tell your tax office, and ask 
for a new code — otherwise you will 
pay too much tax. Also report any 
change that might reduce your code. 
For example, tell your tax office if 
you stop making personal pension 
plan contributions on which you get 
tax relief through the PAYE system. 
If you don’t, you'll have more tax to 
pay later. 


MORE THAN ONE JOB 

If you have two or more jobs, you 
will have a separate tax code for each. 
Personal allowances will be given 
against what you regard as your main 
employment. Your gross pay from a 
second job will probably be taxed at 
the basic rate (or 40 per cent if you 
are a higher-rate taxpayer). 


NEW 


Income tax relief 
on executive share 
option schemes 
was withdrawn 
from 17 July 1995. 
The Chancellor 
later bowed to 
pressure and 
allowed relief to 
continue for 
options already 
held or under offer 
at that date. 

However, in the 
November 1995 
Budget, a new 
company share 
option plan was 
announced, to 
replace the 
executive scheme 
from 17 July 1995. 
This is very similar 
to the old scheme, 
except that there 
is a £30,000 
ceiling on options 
and no discounted 
options are 
allowed. 


NEW 


When the 1996 
Finance Bill 
becomes law, 
shares will have to 
be held in a profit- 
sharing scheme 
for only three 
(instead of five) 
years before 
employees can get 
them tax-free. 
And, from a date 
that has yet to be 
fixed, companies 
will be able to offer 
a three-year 
savings period for 
savings-related 
share option 
schemes, as well 
as the existing five 
and seven years. 
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Tax on your 
fringe benefits 


| CAR CHOICE 


_ Paula Higson 
decided to 
take cash 
instead of a 
company car 
when she got 
her job. Her 
employer pays 
a fixed 
monthly car 
allowance, 
which can be taken either in cash or 
to pay for a car bought through the 
company. 

Paula could spend all her 
allowance on a car, plus free fuel. This 
would mean a yearly tax bill of around 
£3,140, since she is a higher-rate 
taxpayer doing very little business 
mileage. This is more tax than on the 
equivalent salary. 

However, Paula would get a better 
deal if she used only part of her 


Robin Beckham 


MORE HELP If you receive a fringe benefit allowance to buy a car (worth, say, 
dandRovenue frornveur lab: vou hetaxed £1 0,000), and put the rest into 
scuaaenaa your job, y mM ay be a e additional voluntary contributions 
(Expenses and on it. But some fringe benefits (AVCs) to her pension. The tax on her 
benefits) - have favourable tax treatment Te 
Inland Revenue get full tax relief on her AVCs. 
leaflets IR115 (Tax 
and childcare) 
IR133 (Company f you work for an employer, you rate would be £8,000. However, if pay towards the cost of a perk is 
cars) may get some sort of fringe benefit you were paid £4,500 for six deducted when working out the 
1R134 (Relocation (also known as a ‘benefit in kind’). | months, you’d be over the limit taxable value. 
packages) These are, broadly, non-cash items ™ you have more than one job with If you don’t count as earning 
R136 (Company that your employer gives you in the same (oran associated) company £8,500 a year or more, you’re nor- 
vans) addition to your salary. In this and your total earnings and value of — mally taxed on the second-hand 
chapter we explain which perks are any benefits are less than £8,500. value of your benefits, which is 
taxable and how the Inland Revenue usually less than the cost to your 
taxes them. DIRECTORS employer. However, some benefits 
If you are a director of acompany, (such as private medical insurance) 
HOW YOUR BENEFITS you will always pay tax on your are tax-free for non-directors who 
ARE TAXED benefits in kind, unless all of the fol- earn less than this limit. 
Some fringe benefits are always lowing apply: The total of the taxable values of 
taxable, while others have a different Ml you (together with members of any benefits is deducted from your 
taxable value depending on your your close family and certain other allowances, reducing your PAYE 
particular circumstances. associates) own or control a total of | code. That is usually how the tax is 
5 per cent or less of the shares in the — collected. The taxable value of most 
HOW DO YOU RATE? company, and benefits in kind appears on your 
Some taxable benefits are tax-free if Ml you are a full-time working direc- notice of coding. 
you earn ‘at a rate of less than tor, or work for a charity or non- Employers have to give the 
£8,500 a year. This applies to you if: — profit-making company, and Revenue details of benefits after the 
M@the rate of your yearly earnings ™ you are not also a director of an end of each tax year, using form 
plus the value of any benefits and associated company, and P11D; employees also have to give 
expense payments (whether or not you are below the £8,500 limit. this information on their tax return. 
NEW they are taxable) is less than £8,500. 
For the 1996-97 So if you earned a salary of £7,000 a WHAT IS ‘TAXABLE VALUE’? SPECIAL RULES 
tax year, the car year and had a perk (acar, say) witha The taxable value of most fringe There are special rules, referred to in 
fuelchargesare5 ‘taxable value of £2,000, you would _ benefits is the extra cost to your the rest of this chapter, for valuing 
per cent higher be over the limit by £500 —ie £9,000 — employer of providing the benefit. If loans of money; loans of things (eg 
than in 1995-96 less £8,500 you are given something which furniture); gifts of items previously 
(see the fuel @ you were paid £4,000 (including belonged to your employer, you will loaned to you; low-rent or rent-free 
charges table, perks and expenses) for six months’ generally pay tax on the market value accommodation; company cars; car 
opposite). work, say. The equivalent annual when you receive it. Anything you fuel; mobile phones; vans. 
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WHICH@ 


- a a 


Company 
cars 


f you earn less than £8,500 a year 

including benefits (see ‘How do 
you rate?’, opposite), you won’t nor- 
mally have to pay tax on a company 
car. If you are over this limit, you will 
have tax to pay. The basic taxable 
value of your company car is 35 per 
cent of the car’s ‘price’ (see below). 
But you may be able to reduce this if 
you can claim one of the reductions 
in the table, below. 


CAR TAX REDUCTIONS 


Reason for Amount of 
reduction reduction 
Car 4 or more years old | One-third of 
at end of tax year taxable value 
You travel 2,500 One-third of 
to 17,999 business taxable value 


miles in tax year 


You travel 18,000 or 
more business miles 
in tax year 


Two-thirds of 
taxable value 


You get a car part-way 
through the year or your 
normal car is not available 
for at least 30 consecutive 
days 


You pay your employer 
for private use of your car 


Percentage in line 
with the proportion 
of the tax year the 
car was 
unavailable 


Taxable value is 
reduced by the 
amount you pay 


SEVERAL REDUCTIONS? 

If you qualify for more than one 
reduction (because of the age of the 
car and your business mileage, say), 
first take the appropriate percentage 
off the basic taxable value. Then take 
off a further one-third from the 
result (or other percentage as appro- 
priate). It doesn’t matter in which 
order you make the reductions, but 
anything you pay for private use 
must be deducted last. 

If you have two or more cars in 
succession in a tax year, the 2,500- 
and 18,000-mile thresholds apply to 
each car separately, reduced in line 
with the number of days you had 
each car in the year. 


WHAT IS THE ‘PRICE’? 

The price is normally the list price at 
the time the car was first registered 
(or £80,000, if less), including: 

@ VAT and car tax (if paid), but not 
the annual road tax 

@ delivery charges 


WHICH@ 


@ the list price of any accessory fitted 
before you get the car (including 
VAT, delivery and fitting) 
@ any accessories or set of acces- 
sories (eg alloy wheels) over £100 
fitted after you get the car and after 
31 July 1993. The increased price 
applies from the beginning of the tax 
year the accessory was fitted. 
However, from 6 April 1995, 
anything an employer pays to 
convert a company car for use by a 
disabled person is excluded, provid- 
ed certain conditions are met. 
Where there is no list price, you 
have to agree the ‘price’ with the 
Revenue. For ‘classic cars’ — those 
aged 15 years or more at the end of 
the year and with a market value of 
£15,000 or more (providing this is 
above the list price at registration) — 
the open market value on the last day 
of the tax year, or the last day you 
had the car, is used. 


CAPITAL CONTRIBUTIONS 
Anything you pay towards the pur- 
chase price of the car or its acces- 
sories, up to a limit of £5,000, will 
reduce the ‘price’ of the car. 


FUEL 

The fuel charges table, below, shows 
the taxable value of fuel that your 
employer buys for your private use 
(you’re not taxed on fuel that you 
use solely for business). You can’t 
get a reduction for money you pay 
for private fuel, unless you reimburse 
your employer for all the private fuel 
you use. Your journey from home to 
work counts as private use. 


FUEL CHARGES 1995-96 


Engine size | Petrol Diesel 

(cc) (€) (£) 

upto1400 | 670 605 

1401 to 2000 | 850 605 

over 2000 1,260 __| 780 
OTHER MOTORING COSTS 


If your employer pays for business 
fuel, repairs, insurance and so on for 
your company car, this does not 
increase the taxable benefit. If you 
pay and are not reimbursed, claim 
the business part on your tax return 
as an allowable expense. 


fringe benefits 


siete Sc 
POOL CARS TIP 
There is no tax to pay if you use a if you're tempted 
pool car. To qualify, the car must be 4g swap your 
made available to, and actually used company car for 
by, more than one employee and it — eytra salary and 
shouldn’t normally be — kept __pyy your own car, 
overnight at or near an employee’s _ you’re most likely 
home. Any private use of the car to make significant 
must be incidental to business use — __ savings if you buy 
eg travel between your home and — acheaper, more 
your Office as part of a business trip. | economical model, 
and don’t do much 
SECOND CARS business mileage. 
A second company car provided for When working 
you or a member of your family is out whether to give 
taxed like the first car, but there isno UP your company 
reduction for business mileage ©" take into 
between 2,500 and 17,999 miles. If account the cost of 
business use is 18,000 miles or more, aNSUraNCce; fuel, 
you get only a one-third reduction. depreciation, . 
repairs, servicing 
YOUR OWN CAR and road tax ona 
If you use your own car for business pleat mia 
: . together with 
purposes, and your employer reim- —_jnterest on a loan 
burses you for your expenses, YOU tg buy it, or 
can claim tax relief on the running — jpterest forgone on 
costs of the car by submitting form _gxisting savings. 
P87 to the Inland Revenue. Also, remember 
Alternatively, you can use the — that you'll still 
‘Fixed Profit Car Scheme’ if there is have to pay tax on 
an agreement between your employ- any extra salary. 
er and the Revenue. You’ll receive If you decide to 
tax reliefat a rate per mile for the first _ stick witha 
4,000 miles of business travel and company car, 
then at a lower rate for any addition- _ consider getting a 
al business mileage. You pay tax only cheaper model. 
on the difference between the 
amount that your employer reim- NEW 
burses you and the tax-free if you use your 
are ole rate per | ISctet ee neartins work, 
mined by the engine size of your car. - 
The Fixed Profit Car Scheme table, sta ell . 
below, gives details of the scheme. use the Fixed Profit 
Ifyou buy a vehicle which you use Gar Scheme (see 
for business, the interest on any loan ___|eft) even if your 
used to buy the car qualifies for relief employer is not in 
— but only the proportion of the — the scheme. If your 
interest which relates to business use. employer 
reimburses you, 
you will pay tax 
1995-96 amount above the 
Engine size | Reliefper | Relief per figures in the 
ofcarused | business | business table, left. If you 
(cc) mile upto | mile over aren’t reimbursed, 
4,000 (6) | 4,000 (p) you can claim tax 
up to 1000 27 15 relief on the 
1001 to 1500 | 34 19 amount in the 
1501 to 2000 | 43 23 table. 
| over 2000 60 32 
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TIP 


If your employer 
provides you with 
the goods or 
services that the 
business sells, at 
no cost to you or 
at a discount, or 
allows free or 
cheap use of the 
business’s assets, 
you’re taxed on 
the extra cost to 
your employer of 
providing the perk 
to you — not on the 
normal cost of the 
goods or services. 


TIP 


You aren’t taxed 
on a mobile phone 
if your employer 
insists that you 
pay the full cost of 
your private use 
(eg including a 
proportion of 
rental costs), and 
you do so. This is 
beneficial to you if 
your private use 
costs less than 
£50 a year (if you 
pay basic-rate tax) 
or £80 a year (if 
you pay higher- 
rate tax). 


NEW 


Shares and share 
options received 
from some 
incentive schemes 
are free of income 
tax. See p37 for 
new rules 
announced in the 
1995 Budget. 


How some common 


perks are taxed 


hether you have to pay tax on 
your fringe benefits depends 
on which ones you receive. 


TAX-FREE BENEFITS 

You won’t normally pay tax on: 

® your employer’s contributions to 
an ‘approved’ or ‘statutory’ pension 
scheme, and fees and subscriptions it 
pays to approved professional bodies 
@ the cost of legal claims against you 
as an employee, or on the insurance 
to cover it, met by your employer 
Mlife and sick pay insurance (if 
certain conditions are met), health 
checks and medical screening 

M@ the first 15p-worth of luncheon 
vouchers each working day 
Mworkplace nurseries and_ play 
schemes provided by your employer 
M@free or subsidised canteen meals 
provided for employees generally 

M special clothing needed for your 
work and paid for by your employer 
small personal expenses, such as 
laundry or calls home paid for by 
your employer when you’re away 
overnight on business, provided the 
amount is not more than £5 a night 
(£10 outside the UK) 

@ reasonable removal and relocation 
expenses when you have to move to 
a new job or are transferred and need 
to change your main residence, up to 
a maximum of £8,000 per move 

@ genuinely personal gifts, such as 
wedding or retirement gifts (but not 
money for a retirement gift); awards, 
but not money, for long service of 
20 years or more — within limits 
Mgifts from business contacts 
costing up to £150 

@ annual staff functions (a Christmas 
party, say) that are open to all staff 
and cost £75 a head or less a year 
Mthe value of entertainment (eg 
business lunches) provided — by 
someone other than your employer 
@ prizes for certain ideas put forward 
through staff suggestion schemes — 
up to a maximum of £5,000 

@ books and fees paid for by your 
employer for some external training 
courses. Extra travel expenses and 
living costs may not be taxable either 
@ redundancy counselling services 
@ in-house sports facilities available 
to employees generally 

M retraining courses for employees 
who are leaving (or left within the 


40 TAX SAVING GUIDE 1996 


last year), within limits 

@ taxis home paid for by employers 
if you occasionally work until 9pm or 
later. Public transport must have 
stopped or it would be unreasonable 
to expect you to use it 

@ free parking at or near work 

® some loans — see below 
essential travel, accommodation 
and subsistence payments if you are 
temporarily absent from your 
normal workplace (ie you expect to 
return within 12 months) 

Mtravel and subsistence payments 
when public transport is disrupted 
or for severely disabled employees 
incapable of using public transport. 


SOMETIMES TAXABLE 

The following benefits are taxable 
only if you earn £8,500 a year or 
more or are a director. 


Loans of money 
If your employer lends you money, 
there may be tax to pay. The taxable 
value is based on the difference 
between the interest you pay and the 
amount that you would pay based at 
the ‘official rate’ of interest — cur- 
rently 7.75 per cent. But if the loan 
qualifies for tax relief (eg a home 
loan) the relief is worked out as if 
you paid interest at the official rate. 
There’s no tax if the balance out- 
standing on cheap or interest-free 
loans does not exceed £5,000. 
Above this, you pay tax on the whole 
loan. There’s no tax if your employer 
runs a lending business, and lends to 
you on the same terms as the public. 
Any part of the loan that your 
employer waives is taxed as income. 


Loans of things 

If your employer lends you some- 
thing for private use, the taxable 
value is 20 per cent of the market 
value when the item was first lent to 
you or any other employee, less any- 
thing you pay for it. If your employ- 
er gives you an item previously 
loaned (except a car), the taxable 
value is the higher of: 

Wits market value (when given) less 
anything you pay for it, and 

Mits market value when it was first 
loaned, less anything you pay 
towards it, less any amounts on 
which tax has already been paid. 


Private medical insurance 

If your employer pays private 
medical insurance premiums for you, 
the taxable amount is the cost to 
your employer. 


Mobile phones 

These have a taxable value of £200 
unless you use them only for busi- 
ness or you refund your employer for 
the full cost of private use. 


Company vans 

For private use of a van, you pay tax 
ona flat amount of £500 a year. This 
is reduced if the van is four years old 
or more, or if it is shared. 


ALWAYS TAXABLE 

Whatever your income, you’ll have 
to pay tax on the following fringe 
benefits. 


Rent-free or low-rent 
accommodation 

This can be tax-free only if one of the 
following applies (though special 
rules apply if you are a director): 

@ you have to live in the home to do 
your job properly (eg as a caretaker) 
@ living in the home enables you to 
do your job better, and is customary 
@ there is a threat to your security, 
and you live in your home as part of 
special security arrangements. 

Otherwise, the taxable value is 
the greater of the gross rateable 
value of the home or the rent paid by 
your employer, less any rent that you 
pay. Rateable values are still used. 

If there is no rateable value, your 
employer must agree a gross value 
with the Inland Revenue. If your 
accommodation costs more than 
£75,000, you may have to pay an 
additional charge. 


Debts and credit cards 

You are taxed on the amount of any 
debt, bill or liability settled or paid 
by your employer but you can get tax 
relief for business expenses. 


Travel and other vouchers 

Travel vouchers (eg season tickets) 
which can be exchanged for goods 
or services are normally taxable. 
You’re taxed on the amount that 
your employer pays out, less any- 
thing that you pay towards the cost. @ 


WHICH® 


Mark Jones 


MORE HELP 


Inland Revenue 
leaflets IR28 
(Starting in 
business) 

IR57 (Thinking of 
working for 
yourself?) 

IR106 (Capital 
allowances for 
vehicles and 
machinery) 
1R104 and 1R105 
help with 
preparing 
accounts and 
working out when 
your profits are 
taxed 

Inland Revenue 
booklet SA/BK2 
Self-assessment 
(A guide for the 
self-employed) 
SA/BK3 Self- 
assessment (A 
guide to keeping 
records for the 
self-employed) 


NEW 


From April 1996 
tax relief on Class 
4 National 
Insurance 
contributions has 
been removed — 
but the rate is 
reduced to 6 per 
cent on earnings 
between £6,860 to 
£23,660. 


Working 


for yourself 


S°“™ 3.5 million people are self- 
employed, either as ‘sole traders’ 
or in partnership with others. Any 
freelance or consultancy work that 
you do in addition to working for an 
employer might count as_ self- 
employment. 


The tax rules for the self- 
employed are more favourable than 
those covering employees, so the 
Inland Revenue has various tests to 
check that you are self-employed — 
see overleaf. If your business is run as 
a ‘limited company’, the rules are 
different from the ones set out in this 
section. For details, contact your tax 
office — see p6. 


TAXES YOU MAY PAY 
If you’re self-employed, you may pay 
some or all of the following taxes. 


Income tax 

You'll pay income tax if your income 
from self-employment plus other 
income is more than your allowances 
and tax-allowable outgoings. 


TAX MATTERS 


If you’re self-employed, you'll be able to claim tax 
relief on more of your expenses and you'll usually pay 
less National Insurance than if you were an employee. 
If your business is fairly straightforward, you may 
be able to handle your tax affairs yourself — but 
keeping accurate records will be more important with 
the coming of self-assessment (see ‘New’, p43). Make 
sure your records comply with the new rules by asking 
your tax office to send you a copy of the proposed new 
tax return (due to be issued April 1997) as well as a 
copy of their booklet SA/BK3 (see ‘More help’, above). 


WHICHO 


The self-employed 
receive favourable 
tax treatment, 
although the 
rules can be 
complicated. Here 
we explain how to 
make the most of 
the current rules 
and look at some 
changes due soon 


National Insurance 

Class 2 contributions are payable at a 
flat rate of £5.75 a week for the 
1995-96 tax year (£6.05 for 1996- 
97). If your profits are less than 
£3,260 for 1995-96 (£3,430 for 
1996-97), you can elect not to pay, 
but this affects your entitlement to 
certain state benefits (eg retirement 
pension). Class 4 contributions are 
payable at a rate of 7.3 per cent on 
profits between £6,640 and £22,880 
for 1995-96. If your profits are less 
than the lower limit, you pay 
nothing. You get income tax relief 
automatically on half of your Class 4 
contributions until April 1996 (see 
‘New’, left). 

There are special rules if you work 
for an employer as well as for your- 
self. They may limit the National 
Insurance (see p36) you'll have to 


pay — see DSS leaflet CA03. 


Value added tax (VAT) 

You have to register for VAT if your 
annual taxable supplies (goods and 
services you sell which attract VAT) 
exceed £47,000 from 6 April 1996, 
or if you expect their value to exceed 
£46,000 in the next 30 days. 

Below this, it’s up to you whether 
to register. Registration can cut your 
costs, but it requires more record- 
keeping. Contact your local VAT 
office (under Customs and Excise in 
the phone book) for more details. 

Ifyou’re not VAT-registered, you 
can’t claim back VAT on things you 
buy for business, but you can still use 
prices including VAT when working 
out your allowable expenses and 
capital allowances for income tax. 


self-employed 
(aieeIeT: Ao. 


Jennifer Holmes has 
recently qualified as a 
beauty therapist and plans 
to work for a few hours a 
week on a self-employed 
basis. However, Jennifer’s 
eldest son is registered 
disabled, and she receives 
disability care allowance 
on his behalf. She is 
worried that this could be 
jeopardised by her 
earnings. 

In fact, Jennifer can 
earn £50 a week before 
the benefit is affected. 
And if she is self- 
employed, it is her pre-tax 
net income (after 
deducting all allowable 
expenses) that is taken 
into account. This means 
she can deduct from the 
fees she receives the cost 
of creams, cosmetics and 
so on, as well as travelling 
costs and part of her 
domestic heating and 
lighting bills before she 
calculates her net income. 


Business rates 

If you use premises or a room in your 
home exclusively for business, you’ll 
generally be liable for business rates. 
New businesses may qualify for rate 
relief — ask your local authority. 

If, however, business use does not 
prevent continued domestic use (for 
example, a room in your home 
which you use as a study but which 
the family can and does also use), 
then business rates will not be 
payable and you may be able to claim 
a deduction on your council tax for 
non-exclusive use of your home for 
business purposes. 
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TIP 


Since, broadly, 
only half of your 
profits for the two 
accounting years 
ending in tax 
years 1995-96 and 
1996-97 will be 
taxed, it makes 
sense to have the 
highest profits you 
can during those 
years. There are, 
however, rules and 
penalties to stop 
you artificially 
boosting your 
profits. You must 
be able to show 
that the main 
benefit of any 
measures that do 
increase your 
profits is not a tax 
advantage. Steps 
taken for purely 
commercial 
reasons should 

be alright. 


Self-employed? 


ing questions. 


you work)? 
at risk? 


as keep the profits? 


machinery )? 


pocket? 


STILL NOT SURE? 


(DSS) leaflet IR56/NI39 
contact your local tax office. 


self-employed. 
STARTING AND CLOSING 
when your business started. 


simplified. See 


of rules. 
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F°: your work to count as self- : Vo are taxed on the profits for 
employment, you must convince | 

your tax office that you are genuine- | 
ly working for yourself and not, in | 
reality, for an employer. You'll | 
usually count as self-employed ifyou - 
can answer ‘yes’ to all of the follow- | 


your accounting period. This is 
usually 12 months long, ending on 
the same day each year. But it may be 
shorter or longer in the first or last 
years of trading, or if you change 
your accounting date. 
Taxable profits are, broadly, 


' yearly takings less business expenses 
4 > Doyou have the final say about | 
how your business is run (for : 
example, do you decide where ; 
you work and the hours that : STOCK VALUES 
: You can deduct the cost of raw mate- 
: rials or goods bought for resale, but 
rs Do you put your own money : 
' the year. The value put on stocks 
» must be the cost to you unless they 
3 Do you bear any losses, as well 
» can use the price you actually 
' charged the customer. This value 
4 Do you provide the major : 
equipment which you need for | 
your work (for example, a | 
computer, a car, a van, any MONEY OWED 
» Accounts normally have to be kept 
- on an ‘accruals’ basis. This means 
5 Are you free to hire people on - 
terms you choose and to do | 
work you have taken on? Do : 
you pay them out of your own | 
' or not you have received or made 
- any payment. Some small traders and 
6 Do you have to correct unsat- 
isfactory work in your own | 
time and at your own expense? | 


(see opposite) — but various adjust- 
ments are made, as detailed below. 


only if they are actually sold during 


are sold at a loss, in which case you 


can be used to calculate the cost of 
stock actually sold. 


that income should be included in 
your accounts when you sell goods 
or do work, and expenses should be 
included when they are due, whether 


professionals can use a ‘cash’ basis 
subject to certain conditions and the 
Revenue’s agreement. 


: CAPITAL ALLOWANCES 
' When you buy ‘capital assets’ — ie 
If you answered ‘no’ to some of the | 
questions above, but you still think | 
that you are self-employed, get a : 
copy of the joint Inland Revenue | 
and Department of Social Security | 
and | 
» depreciation — each year. For calcu- 
You can ask for a decision in | 
writing on whether you count as | 
' are deducted instead. 


items not for resale and of lasting use 
to the business, such as computers or 
cars — you don’t simply deduct their 
cost from profits at the time you buy 
them. In your business accounts, 
you deduct part of the cost — called 


lating tax, depreciation is added back 
and standardised capital allowances 


The allowances are worked out as 


: follows. The cost of each capital asset 
Special tax rules apply to the first and | 
last years of your business. However, ‘ 
different rules apply depending on | 
: down’ allowance which is used to 

For businesses starting on or after : 
6 April 1994, the rules have been | 
Inland Revenue : 
leaflet IR105 for details of both sets 


is added to a ‘pool of expenditure’. 
Each year you can take up to 25 per 
cent out of the pool as a ‘writing 


reduce the amount of profits on 
which you pay tax. 

If you sell a capital asset, the sale 
proceeds are deducted from the pool 


: before the writing-down allowance 


: What you pay tax on 


is worked out. If the proceeds of all 
the items you sell come to more than 
the value of the pool, the excess 
(which is called a ‘balancing charge’) 
is added to your profits for the year 
and taxed. 

If you sell an item for less than its 
written-down value, you can’t nor- 
mally claim tax relief until the busi- 
ness ceases. You then compare the 
sale price with the amount in the 
pool, and if the pool amount is 
higher, relief for the difference may 
be claimed. Ifthe sale price is higher, 
a balancing charge is added to your 
final year’s profits and taxed. 

You can claim tax relief earlier if 
you have elected to have the item 
treated as a ‘short-life asset’ — see 
‘Tip’, p43. 

You must keep separate pools for 
cars (not lorries or vans) and for 
assets used for private and business 
purposes (you get the proportion of 
the writing-down allowance equal to 
the business use). 

Cars that cost £12,000 or more 
must be recorded in individual 
pools, and there’s a £3,000 


maximum yearly allowance. 


USING YOUR LOSSES 

Losses can be used to reduce your 
overall tax liability now or in the 
future. They can even be used to 
reduce earlier profits in certain cir- 
cumstances. A loss incurred in an 
accounting year can be: 

® carried forward indefinitely to set 
against profits from the same source 
of income in future years 

® set against any other income and 
capital gains in the current tax year, 
provided your business continues. 
You must set it against income 
before you can reduce capital gains 
@ if you started before 6 April 1994, 
set against income and gains for the 
following tax year 

@ set against income and gains for 
the previous tax year, if you started 
on or after 6 April 1994 

@ set against your income from the 
previous three tax years if the loss is 
incurred in the first four years of 
your business 

@ set against income from the busi- 
ness over the previous three years if 
the loss is incurred in the last 12 
months before closing down. 


WHICH@ 


Keeping the books 


egardless of the size of your 


sonal expenditure. 


If your annual turnover is less 
than £15,000, you need only supply | 
the Inland Revenue with figures for | 
turnover expenditure and_ profit. | 
However, you must still keep more | 
detailed records, which the Inland | 


Revenue may demand to see (see 
‘New’, right). 


Larger businesses have to submit | 
accounts, which must consist of a : 
profit and loss statement.and a | 


balance sheet. 


WHEN YOU PAY TAX 


There are currently two different sets | 
of rules in force, depending on when 


your business started. 


m lf your business was established | 
before 6 April 1994, in the 1995-96 | 
tax year the amount of tax you pay is | 
still assessed on a ‘preceding-year | 
basis’ — ie on the profits you made | 
during your accounting year ending | 


in the 1994-95 tax year. The first 
instalment for tax is due on 1 


January 1996, with the second due | 


on 1 July 1996. 


mw If your business started on or after 
6 April 1994, you are now dealt with - 
under the new ‘current-year basis’ — | 
ie the tax due for the 1995-96 tax | 
year is based on the profits your busi- 
ness made in the accounting year — 
which ends between 6 April 1995 | 
and 5 April 1996. Again, the first 


instalment is due on 1 January 1996, 


which means that if your accounting | 
year ends between 1 January 1996 | 
and 5 April 1996, you will have to | 
pay the January instalment based on | 


estimated accounts. 


From the 1997-98 tax year, all 


taxed on a: 


businesses will be 
‘current-year basis’, with the 1996- 


97 tax year acting as the ‘transitional | 
that if your business is changing — v 
from a preceding- to a current-year | 
basis, your tax bill for 1996-97 will - 
be based on the ‘average’ of your — 
profits over your two accounting - 


year’. For most people, this means 


years ending in the 1995-96 and 


1996-97 tax years — roughly 50 per 


cent of the profits over the total — 
period. 


WHICHO 


v 
x 


v 


> 


expense can normally be 
deducted 


expense cannot normally be 
deducted 


x 


Basic costs 

Raw materials. Goods bought 
for resale. Accountants’ fees. 
Rent, heat, light, phone, post, 
business rates. Stationery, 
repairs. Trade or business 
magazines, some books, 
computer software. 

Ordinary clothing. Capital 
equipment depreciation — see 
p42. Fines and penalties. 


If you employ someone 
Their wages, salaries, 
redundancy and some 
termination payments. 
Employer’s National 
Insurance, pension payments 
made on employees’ behalf. 
Pensions to ex-employees and 
dependants. Employees’ life, 
health, sick pay insurance. 
Certain gifts to employees. 
Your own wages or salary or 
that of business partners. 


If you work from home 
Proportion of phone, light, 
heat, cleaning, insurance. 
Proportion of rent, council 
tax or business rates if part of 
home used for business. 


If you borrow 

Interest on, and costs of 
arranging, overdrafts and 
loans for business purposes. 
Interest on loans paid or 
credited to partners. 


Subscriptions etc 
Annual subscriptions to 
professional bodies having 
arrangements with the 
Revenue. Payments which 
benefit your business. 
Payments to political parties, 
churches, charities. 


Gifts or entertaining 


=’ 4 Cost of entertaining staff. 


self-employed 


mm BUSINESS EXPENSES: WHAT YOU CAN AND CAN’T CLAIM 


business, you will need to keep | 
track of all your transactions and | 
keep them separate from your per- | 


Gifts up to £10 a year for the 
1995-96 tax year (not food 
or drink) per person that 
advertise your business. 
Other business entertaining. 


Travel/accommodation 
Reasonable cost of meals on 
overnight business trips. 
Travel between places of 
work. Car running costs less 
proportion for private use, if 
any. Cost of travel (solely for 
business) to and from UK to 
carry on business done 
wholly outside UK. 

Travel between home and 
normal place of business. 


Bad debts 

Legal costs of recovering bad 
debts. Specific bad debts and 
provisions for specified 
doubtful debts if your tax 
office agrees. 

General reserve for bad or 


doubtful debts. 


Legal costs 

Costs of defending business 
rights; preparing service 
agreements; business rates 
appeals; renewing lease (50 
years or less), with landlord’s 
consent (not if premium 
paid). 

Expenses of acquiring land, 
buildings or leases. Penalties 


for breaking the law. Costs of 


contending tax cases. 


Other costs 

Business insurance 
(including the new Insurance 
Premium Tax). Advertising. 


Reasonable charge for hire of 


capital goods, including cars 
(but restricted). Fees for 
registering trade mark or 
design, or obtaining patent. 
VAT you’ve paid if you’re 
not registered for VAT or are 
partially exempt. 

Your own life, accident, and 
sickness insurance. Adding 
to, improving, altering 
premises or equipment. 
Buying patents. 
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NEW 


From April 1996, 
itis a legal 
requirement for all 
taxpayers to 
maintain adequate 
tax records and to 
keep them for a 
specified period — 
just under six 
years for the self- 
employed. 


TIP 


You can elect for 
many capital 
items with an 
expected life of 
less than five 
years - eg 
computers — to be 
treated as ‘short- 
life assets’. Each 
one is put into its 
own pool of 
expenditure. As 
long as use of 
them stops within 
the five years, you 
get immediate tax 
relief for any 
disposal (instead 
of having to wait 
until the business 
ceases, as you do 
with assets in your 
main pool). 


MORE HELP 


Inland Revenue 
leaflet |R78 
(Personal 
pensions: A guide 
for tax) 

The Which? Guide 
to Pensions 
(£9.99; to order, 
see back cover) 


TIP 


If you can join an 
employer’s 
pension scheme, it 
is likely to be your 
best way of saving 
for retirement. Be 
wary of choosing a 
personal plan 
instead. 


Building up 
a pension 


Employers’ pension schemes 
and personal pension plans 
are the most tax-efficient 
ways to save for retirement 


f you work, you’re probably build- 

ing up a state pension (see p47), 
but, on its own, this won’t be 
enough to provide a comfortable 
lifestyle in later years. You need to 
make your own savings for retire- 
ment, too. 

A pension scheme or plan is one 
of the most tax-efficient types of 
long-term saving around. You get 
tax relief at your highest rate on your 
pension contributions (up to certain 
limits), the pension fund grows tax- 
free and you can take part of the 
savings as a tax-free lump sum. But 
you can’t usually get your money 
back before you retire. 


YOUR PENSION CHOICES 

There are two main options: con- 
tribute to an employer’s pension 
scheme or to a personal pension plan 
(PPP). You can’t usually belong to 
an employer’s scheme and con- 
tribute to a PPP at the same time. 
But if you are in an employer’s 


pension scheme that isn’t contracted 
out, you can use a special type of 
PPP to contract yourself out of the 
State Earnings Related Pension 
Scheme (SERPS). 

Here we explain how employers’ 
pension schemes operate; opposite 
we explain the tax position for PPPs. 


EMPLOYER’S SCHEME 
Your employer must make contribu- 
tions to the scheme on your behalf. 
Unless the scheme is non-contribu- 
tory, you contribute too. 
Contributions of up to 15 per 
cent of your annual earnings (includ- 
ing the taxable value of most fringe 
benefits) qualify for tax relief; your 
employer’s contributions don’t 
count towards this limit and don’t 


count as a taxable fringe benefit. 

Your employer will deduct your 
pension contributions from your pay 
before working out your tax under 
Pay As You Earn (PAYE). 


TYPES OF SCHEME 

There are three main types of 
employers’ schemes. A final salary 
scheme will provide you with a 
pension based on a proportion of 
your earnings at or near to your 
retirement. The amount you get will 
also depend on the number of years 
you’ve been in the scheme. 

With a money purchase scheme, 
your employer’s and your own con- 
tributions are invested. When you 
retire, your share of the investment 
fund is used to buy you a pension. 


PENSION RECKONER FOR EMPLOYERS’ SCHEMES Reckoner for employers’ 
Date you joined the Before 17 March 19872 On or after 17 March 1987 | Onor after 1 June 19892 _ Schemes 
| Scheme | | oa 1 = a .| | Use the reckoner to find out if 
| your scheme was set | Poaena ; 
| ou're missing out on tax relief. It 
up before 14 March 1989) 2 : a 
: : also shows you how to work out the 
Maximum pension final pay® after a final pay® after a % final pay® after a maximum pension you could get, 
allowed by the minimum of 10 years’ minimum of 20 years’ | minimum of 20 years’ service, and provides details of the Inland 
Inland Revenue 4 service | service with a limit of £52,400 a year 6 Revenue’s limits. Bear in mind that 
Maximum pension Years of Pension as fraction | Number of years you have been | Number ofyears youhavebeen | the basic benefits provided by your 
you could get rpg 7 = vit in your te divided by20 | inyour scheme divided by 20 scheme are unlikely to be as 
0 - or each year and multiplied by / gives | and multiplied by “gives your generous as the Revenue's limits. 
6 Z0 your personal maximum, but personal maximum, but 
7 “fo | subject to the Inland Revenue subject to the Inland Revenue 
| 8 “Ro | limits, above limits, above 
| 9 3245 1 Itis possible for different rules to apply to you if 
10 4, (7) for example, your employer's business has been 
} | merged or restructured, or you switched pension 
What's the maximum | 1’ timesfinal pay after 1Atimes final pay after 1'4 times final pay after ee 
lump sum you could at least 20 years’ membership at least 20 years’ membership, at least 20 years’ membership, treated under the rules applying to people joining 
v] im} imi their scheme on or after 1 June 1989 
get? up to a limit of £150,000 | up to a limit of £117,9008 3 ‘fess limits also apply if you joined before 
' Maximum level of 15 per cent of pensionable earnings, including the taxable value As left, but up toa maximum of alll 
contributions on which | of most fringe benefits | £11,790a year ® 4 Reduced if you take a lump sum. Once the 
you can get tax relief ‘lio to be paid, it can be increased in 
ine with Ir Hon 
Your level of unused =| To work this out, first find 15 per cent of all your pay (as above), then deduct the actual amount Sere ea) canine yarns He 
5 7 : “i commission, bonuses, and certain benefits in kind 
contributions you are required to pay (from your payslip or ask your pensions manager). The figure you are left | aswell as your basic salary 
with shows the maximum amount you can contribute as AVCs to improve your benefits 6 Figures in italics are usually increased each tax 
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year. Amounts shown apply to 1995-96 


WHICH® 


ft 


The size of the pension you get 
depends on how the investment has 
performed and the annuity rate — ie 
the rate at which the investment 
fund can be converted into pension. 

It is much more difficult to 
predict the pension you’ll get at 
retirement with a money purchase 
scheme than with a final salary one. 

Hybrid schemes mix elements 
from final salary schemes and money 
purchase schemes. Check the 
scheme rules carefully to see how 
benefits are calculated. 


INLAND REVENUE LIMITS 

In the reckoner, opposite, we outline 
the maximum levels of pension per- 
mitted by the Inland Revenue. 
These limits affect most employers’ 
schemes — not just final salary 
schemes. But remember, the 
pension you end up with also 
depends on two other factors: the 
rules of your scheme and how long 
you’ve been in it. Even if your 
scheme is a very generous one, you 
can’t qualify for the maximum two- 
thirds pension if you’ve been paying 
in for less than the minimum period 
shown in the reckoner. 


LUMPING IT 

The main advantage of a pension 
scheme is the ability to defer tax — 
you get relief on your contributions 


and investment return but pay tax on — 
the eventual pension. However, a | 
slice of the proceeds is completely — 
tax-free because, at retirement, you | 
can swap part of the pension for a — 
some | 
schemes you have to take a lump | 


tax-free lump sum. (In 
sum.) You can’t usually take a lump 
sum from an AVC scheme unless 
you started paying into it before 8 
April 1987. 


LEAVING EARLY 
If you leave your employer’s scheme 
after two years’ 


preserved. This means that they will 
become payable when you reach the 
normal pension age for the scheme 
(or when you take early retirement). 
Alternatively, you 


employer’s scheme, or to a personal 
pension plan, including special ‘buy- 


out’ plans designed specifically to | 


accept transfer values from employ- 
ers’ pension schemes. 
If you have fewer than two years’ 


membership, you’re not automati- | 
: plan— a retirement annuity contract 


likely, you'll get back your contribu- | (RAC) — and a modern plan (PPP), 


cally entitled to pension rights. More 
tions (but not your employer’s). 
Non-refundable tax, at a special 20 


per cent rate, will have been deduct- 


youre a higher-rate taxpayer. 


ADDITIONAL VOLUNTARY CONTRIBUTIONS 


The best way of boosting the amount 
of pension (or other benefits) you’ll 
get from your employer’s scheme is 
to make additional voluntary 
contributions (AVCs), either to your 
employer’s AVC scheme or to a free- 
standing AVC (FSAVC) scheme, which 
you arrange yourself. 

You can get tax relief at your 
highest rates up to certain limits - 
see the pension reckoner, opposite. 
Provided all your pension 
contributions — AVCs plus your 
normal contributions — don’t exceed 
the 15 per cent contribution limit, you 
get tax relief on the lot. 
In an employer’s AVC scheme, tax 


WHICHO 


worked out. If you’ve got an FSAVC, 
you make net payments by deducting 
basic-rate tax relief before you make 
your payment. You have to claim any 
higher-rate tax relief through your tax 
return. 

If, when you retire, you find that 
your AVGs or FSAVCs have taken you 
over the Inland Revenue’s limits on 
pension benefits, you get back the 
excess funds taxed at 35 per cent in 
1995-96 (34 per cent in 1996-97). You 
can’t reclaim any of this tax even if 
you’re a non-taxpayer. Higher-rate 
taxpayers have to pay further tax. 

Most AVGs and all FSAVCs work 


X  onamoney urchase basis aaa 


can have your - 
pension rights transferred to another | 
- your behalf (few do in practice), but 
: these will count towards your contri- 


Personal 


pension plans 


f your employer doesn’t run a 
pension scheme, you’ve chosen not 
to join it or you’re self-employed, a 
personal pension plan is the only 
pension alternative. All PPPs work 
ona money purchase basis. 
Instead of running an employer’s 
pension scheme, some companies 
arrange group personal pension 


: plans, which are covered by the rules 
: set out here. 


. CONTRIBUTION LIMITS 

: You can get tax relief on at least 17.5 
membership or | 
more, your pension rights must be | 


per cent of your net relevant earn- 
ings. These are your taxable profits 
from being self-employed or your 


: before-tax earnings from a_ job, 
: including the taxable value of most 
: of your fringe benefits. 


If you are an employee, your 
employer can make contributions on 


bution limit. 
You can contribute to more than 


: one plan at a time, provided you stay 
: within the 


overall contribution 
limits. If you have both an old-style 


different limits apply (see table, over- 


: leaf). But your total contributions 
» must not exceed the limits for PPPs. 
ed. There’s no extra tax to pay if - 

: HOW TO CLAIM THE RELIEF 

: If you’re self-employed, you make 
: gross (before-tax) pension contribu- 
- tions and tax relief is given in your 
: tax assessment. If you’re an employ- 
: ee with an RAC, you make gross 
: payments, and relief is included in 
‘ your PAYE code. 


With a new-style plan (PPP), 


- employees make net payments (after 
deducting tax at the basic rate). The 
' pension provider claims this amount 


from the Inland Revenue and adds it 


' to your plan. You can get higher-rate 

‘relief through your PAYE code — 

: give details on your tax return or ask 
for a form from your tax office. 


: MAKING UP FOR LOST TIME 

© You can boost your current pay- 
"ments to a personal pension by 
~ making use of unused tax relief from 
' earlier years — even if you didn’t have 
» a personal pension plan then. This is 
: useful if you have extra money you 
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pensions 


TIP 


It’s usually worth 
taking the largest 
lump sum you can 
from your pension 
plan or scheme, 
because the lump 
sum is tax-free 
whereas the 
pension you give 
up would have 
been taxable. 


TIP 


If you can’t tie up 
your money ina 
pension scheme or 
plan, consider 
instead a personal 
equity plan or, if 
you’re within a 
few years of 
retirement, a 
TESSA (see p62). 
They are not as 
tax-efficient, but 
still enjoy some 
tax advantages. 


NEW 


When you start to 
take a pension 
from a personal 
plan, you usually 
use your 
accumulated fund 
to buy an annuity 
(see p60). But, 
provided your plan 
allows it, you can 
now put off buying 
an annuity up to 
age 75 and 
withdraw an 
income direct 
from the fund in 
the meantime. The 
maximum income 
you can take is 
roughly what an 
annuity would 
have provided; the 
minimum income 
is 35 per cent of 
the maximum 
allowed. 


> 


Geoff King 


TIP 


If you’re self- 
employed or a 
higher-rate 
taxpayer, the carry 
back rules are 
particularly useful 
because by 
allocating 
contributions to 
earlier years, 
you'll get an 
immediate tax 
refund. If you 
allocate them to 
the current year, 
you'll have to wait 
to get relief 
through your tax 
assessment. 


TIP 


If you have retired 
from your main 
work, but you still 
have some 
earnings (froma 
small business 
you run, say), you 
could use a 
personal pension 
as a way of 
investing a lump 
sum to provide 
extra income now. 
By making a lump 
sum contribution 
to a plan, you can 
get tax relief at 
your top rate, and 
then immediately 
take a tax-free 
lump sum and 
income from the 
plan. This 
becomes more 
attractive the 
older you get 
(because you get a 
larger pension for 
your money). But 
you do need to 
watch that plan 
charges do not use 
up all the tax 
advantage. 


HOW MUCH CAN YOU CONTRIBUTE? 


When did you take | Before On or after 
out the plan? | 1 July 1988 1 July 1988 
(RAC) (PPP) 
What percentage Ageatstart | % % I 
of your net of tax year: | 
relevant earnings up to 35 | 17.5% /17.5% 
can you pay in? 36 to 45 17.5% | 20% 
46 to 50 17.5% 25% 
51 to 55 20% 30% 
56 to 60 22.5% | 35% 
61 to 74 27.5% 40% 
75 and over nil nil 
What’s the maximum | Unlimited — depends on the size 
pension you’re allowed? | of your fund and interest rates 
| at retirement | 
What's the maximum | 3 times the amount | 25 per cent 
lump sum you can take? amount of the of your fund 
remaining pension 2 


1 Subject to an overall cash limit on net relevant earnings of £78,600 in 1995-96 
2 Limited to £150,000 per plan for plans taken out on or after 17 March 1987. However, in practice, the limit could be 
avoided by taking out a cluster of plans and can still be avoided by transferring to a new-style plan at or before retirement 


want to contribute in a particular 
year, which would take you over the 
normal contribution limits. 

You can maximise tax reliefin two 
ways: by carrying back contributions 
or by carrying forward relief. 


Carrying back 

With carry back, pension contribu- 
tions made in one year are treated as 
though they were made in the previ- 
ous year. You can use up any spare 
tax relief from the previous year and 
defer your decision about how much 
to contribute until you know your 
tax position for the year just ended. 
You can choose to do this before 
using up the current year’s tax relief. 
If you had no relevant earnings in 
the previous year, you can go back 
one more year. 

You get tax relief at the tax rate 
applicable to the earlier year. It’s par- 
ticularly worth carrying back contri- 
butions paid in 1996-97 since tax 
rates have fallen. If you’ve got an 
RAG, you must tell your tax office by 
5 April 1996 that you want to carry 
back contributions paid in 1995-96. 
With a PPP, you must pay the contri- 
butions by 5 April 1996, and tell 
your tax office by 5 July 1996 that 
they are to be carried back. 


Carrying forward 

Carrying forward enables you to 
make use of the unused relief from 
the previous six years. You need to 
use up all the current year’s tax relief 
first. If you’ve used up all your 1995- 
96 tax relief, you can use up your 
unused relief from 1989-90 to 
1994-95, using relief from the earli- 
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est years first. Tax reliefis given at tax 
rates for the current year. The total 
pension contributions paid, or 
treated as paid in any tax year, must 


not come to more than your net rel- 
evant earnings for that year. 

You can combine the carry 
forward and carry back rules — see 
“Carry on paying’, below. 


TAX ON THE PENSION 

From 5 April 1995 onwards, pen- 
sions paid out from a PPP are paid 
under PAYE, which means that the 
correct amount of tax (if any) should 
have been deducted. 

Pensions from an RAC are usually 
paid with tax at the basic rate 
deducted. Higher-rate taxpayers 
have extra to pay. If you are a non- 
taxpayer or a 20 per cent taxpayer, 
you have to claim back all or some of 
the tax. However, if you ask, your 
tax office might agree to the pension 
being taxed under PAYE. 


CARRY ON PAYING 


Jonquil Lowe became self- 
employed in 1988 but has only 
recently started to contribute to 
a pension plan. In February 
1995, she contributed £5,000 
and asked her tax office to carry 


| it back to the previous tax year - 


1993-94. This meant that 
Jonquil could use up all the 
contribution relief for 1993-94, 
and also carry forward unused 


relief from as far back as 1987-88. 

The Inland Revenue agreed with Jonquil’s 
calculations - see the table, below - and, in June last 
year, she received a refund of part of the tax she had 
paid for 1993-94. As only £3,083 of her income for that 
year had been taxed at the basic rate, part of the relief 
was given at the lower (20 per cent) rate, making a total 


refund of £1,154.15. 


JONQUIL’S CALCULATIONS 


Tax Maximum | Unused 
year earnings contribution | relief unused 
relief 
used up 
| the relief | 
1987-88 | Not eligible for pension plan — member of an employer's scheme 
1988-89 | £5,421 17.5% £918 £918 nil 
1989-90 | £4,568 | 17.5% £800 £800 nil 
1990-91 | £5,409 117.5% £947 £947 nil 
1991-92 | £8,149 17.5% £1,427 £511 £916 
1992-93 | £8,161 17.5% £1,429 nil £1,429 
1993-94 | £10,420 17.5% £1,824 £1,824 nil 
1994-95 | £20,019 20% £4,004 nil £4,004 
Total contribution paid in February 1995 £5,000 


WHICH@ 


Rob Cousins 


MORE HELP 


Inland Revenue 
leaflets IR121 
(Income tax and 
pensioners) 

IR103 (Tax relief 
for private 
medical 
insurance) 

IR45 (What to do 
about tax when 
someone dies) 
DSS leaflet NP46 is 
a guide to all state 
pensions 


PENSIONS FROM 
ABROAD 


You will normally 
have to pay tax on 
nine-tenths of any 
pension from 
abroad, whether 
or not you bring it 
into the UK. Such 
pensions are 
currently taxed on 
a preceding-year 
basis: your 1995- 
96 tax bill will be 
based on the 
pension that you 
got in 1994-95, 
However, in 1996- 
97 transitional 
rules apply, and 
from 1997-98 
these pensions 
will be taxed on a 
current-year 
basis. New 
pensions paid 
from 6 April 1994 
are already taxed 
on a current-year 
basis. 

Special pensions 
paid by the 
governments of 
Germany and 
Austria to UK 
victims of Nazi 
persecution have 
been tax-free 
since 6 April 1986. 


WHICH@ 


Tax for older people 


As you get older, tax will continue 
to play a part in your finances 


W: explain how you’ll be taxed 
once you retire and how tax 
will affect your pension. 


STATE PENSIONS 
State pensions are paid without tax 
deducted, though they are taxable. 
Basic state pension If you’ve paid 
enough of the right kind of National 
Insurance (NI) contributions over 
your working life (see p36 for 
details), you’re entitled to receive 
the maximum amount of state 
pension when you reach 65 if you’re 
a man, 60 (eventually rising to 65) if 
you’re a woman. If you paid contri- 
butions for only part of the time, you 
may get a reduced rate pension. 
Currently, you can defer drawing 
this pension for up to five years, in 
which case you'll get a higher basic 
pension. But this may not be the best 
option: you might get a better return 
if you draw it from state pension age 
and invest the proceeds. 
Basic state pension and married 
people If you’re a married woman 
and you receive a state pension, it 
counts as your income for tax pur- 
poses — even if it is paid as a result of 
your husband’s contributions. You 
can set your own tax allowances 
against it, so if this pension is your 
only income, there’s no tax to pay. 
Any adult dependency addition 
paid, for example, to a man drawing 
a state pension, whose wife is not yet 
old enough to qualify for a state 
pension, will count, for income tax 
purposes, as his income. 
State Earnings Related Pension 
(SERPS) This additional pension is 
available to employees and supple- 
ments the basic state pension. It is 
based on your average earnings 
throughout your working life since 


April 1978, provided you’ve made 
full-rate NI contributions during the 
period. If you’ve made contributions 
for part of the time, you'll get a 
lower amount of pension. 
Graduated pension This scheme 
existed between April 1961 and 
April 1975. If you were an employee 
during any part of this period and 
you paid NI contributions under the 
scheme, you can make a claim. 
Non-contributory retirement 
pension This is a top-up pension for 
people who are aged 80 and over 
who either have no pension or 
whose pension is less than the non- 
contributory pension. 


EMPLOYERS’ PENSIONS 

If you get a pension from your 
former employer, tax will normally 
be collected under PAYE (see p34). 
This means that tax will already have 


been deducted when you receive 
your pension. 
When you first receive the 


pension, it might appear that it is 
being taxed at a higher rate than 
your earnings were before you 
retired. This is because tax deducted 
will also take into account other 
taxable income that your tax office 
expects you to receive in the coming 
tax year, such as the state pension. 


PERSONAL PENSIONS 

Tax can affect a personal pension 
plan. For details see Building up a 
pension, p44. 


WORKING PAST YOUR 
RETIREMENT AGE 

If you decide to draw your state 
pension rather than defer, it will be 
treated as extra income: tax will be 
collected via your PAYE code, or by 


tax for older people 


Luciana Beardmore is 65, 
and her husband, Alan, is 
63. They qualify for the 
age-related married 
couple’s allowance of 
£2,995 in 1995-96, instead 
of the basic married 
couple’s allowance of 
£1,720. However, if Alan’s 
total income exceeds 
£14,600 in 1995-96, they 
will lose some age 
allowance - see overleaf. 


assessment if you’re self-employed. 
You will receive a new notice of 
coding from the tax office, telling 
you how much free-of-tax pay you'll 
be entitled to in the coming year. 
After state pension age, you don’t 
make any more NI contributions. 
When you claim your state pension, 
or if you ask them to do so, the DSS 
will send you a Certificate of Age 
Exemption (form CF 384). 


WHEN YOU RETIRE 
Give your tax office a month’s 
warning of your retirement, and tell 
them what income you expect to get 
after you retire. This should help 
them to deduct the correct amount 
of tax if you pay through PAYE. 
The DSS should send you a claim 
form approximately four months 
before your 65th birthday (60th if 
you’re a woman). This allows you 
to choose how and when the 
pension is paid. 
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NEW 


The minimum age 
at which you can 
buy Pensioners 
Guaranteed 
Income Bonds 
from National 
Savings has been 
reduced from 65 to 
60. The maximum 
holding has been 
increased to 
£50,000 
(£100,000 for joint 
holdings). Series 2 
has a before-tax 
return of 7.5 per 
cent, guaranteed 
for five years. 


WARNING 


From 1996-97, 
savings income 
will be taxed at 20 
per cent for basic- 
rate taxpayers. If 
you pay your 
covenant from 
savings income, 
you could be billed 
for the difference — 
4 per cent - 
between the tax 
you pay on 
savings and the 
new 24 per cent 
rate the charity 
will be able to 
reclaim. 


Allowances for age 


FE vvbody gets a basic personal 


allowance, no matter what age 
they are. This is the amount that you 
can get free of tax each year. But if 
you or your spouse will be 65 or over 
or 75 or over, at any time during the 
1995-96 tax year, you may qualify 
for higher, age-related allowances. 


WHO QUALIFIES? 

Whether you qualify for age-related 
allowances and how much you get 
depends on your total income. This 
is your gross (before-tax) income 
which is taxable, minus some out- 
goings — covenanted payments to 
charity, for example. 

If your total income exceeds a 
pre-set limit —£14,600 for the 1995- 
96 tax year — your age-related 
allowances will be reduced by £1 for 
every £2 that your income is over 
this limit. Remember, though, that 
your age-related allowances will 
never be reduced to below the level 
of the basic allowances. 

Use the age-allowance calculator, 
opposite, to find out whether the 
rules concerning the age-related 
allowance affect you. 

Even if your 65th birthday comes 
on the last day of the tax year, 5 April 
1996, you can claim age-related 
allowance from the beginning of the 
tax year, 6 April 1995. 


IF YOU ARE MARRIED 
Married couples get an allowance on 
top of their basic personal allowance, 
irrespective of how old they are. 
However, there is a larger allowance 
if either partner will be 65 or over 
during the tax year, and it can be 
larger again if either will be 75 or 
over during the tax year. 
Age-related allowances are 
reduced if the husband’s total 
income exceeds £14,600 for the 
1995-96 tax year. They are reduced 
by £1 for every £2 of income over 
the limit. Married couple’s age 
allowance is always based on the 
husband?’s total income, even if: 
@ he qualifies for the extra allowance 
only because of his wife’s age 
@ all or part of the married couple’s 
allowance has been transferred to his 


wife and her total income exceeds 
£14,600. 
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Allowances for the 1995-96 tax year 


Personal allowance 


Basic 3,525 
Age-related: 65 to 74 up to 4,630! 
Higher age-related: 75 and over up to 4,800! 


Married couple’s allowance (on top of personal allowance) 


Basic 


1,7202 


Age-related: either spouse 65 to 74 


up to 2,9951.2 


Higher age-related: either spouse 75 and over 


| up to 3,0351.2 


Younger husbands — special allowance 


BBB Age of wite during 1989-90 tax year: 75 and over 


3,540! 


1 Reduced if total income exceeds £14,600 


2 Tax relief will be restricted to 15 per cent from 6 April 1995 (1995-96 tax year) 


If a married man begins to lose 
age allowance, it is his personal 
allowance that is reduced first. Once 
that has been reduced to the level of 
the basic personal allowance, he may 
start to lose age-related married 
couple’s allowance as well. Your 
allowances will never be reduced to 
below the basic personal or married 
couple’s allowances. 


HOW TO KEEP YOUR TOTAL 
INCOME DOWN 
If your income looks as though it 
will exceed the total income limit of 
£14,600 for the 1995-96 tax year, 
and it will cause you to lose age- 
related allowance, think about which 
investments you choose. 

You may be able to keep within 
the total income limit if, say, you: 
M switch to a tax-free investment 
(for example, a TESSA or National 
Savings Certificates) 
® consider a covenant. If you give to 
charity regularly, paying by covenant 
is a good way of making your dona- 
tions and reducing your total 
income. For example, if, at 1995-96 
rates of tax, you gave £150 a year toa 
charity through a covenant, the 
charity could claim £50 from the 
Inland Revenue. This (grossed-up) 
£200 covenant would reduce your 
total income. For one-off payments 
of at least £250 after tax to charity, 
the Gift Aid scheme (see p64 for 
details) is also useful. 


YOUNGER HUSBANDS 

If you’re a man who qualified for the 
higher amount of married man’s age 
allowance in the 1989-90 tax year 


EE EE_ OOO 


because your wife is older than you 
and was 75 or over in the 1989-90 
tax year, under independent taxation 
of wife and husband (which started 
on 6 April 1990) you could be worse 
off. In this case, you can claim a 
(slightly) higher personal allowance, 
if the following conditions are met: 
Myou are entitled to married 
couple’s allowance for 1995-96 

@ you are still married to the same 
wife as you were on 5 April 1990 

® when added together, your basic 
personal allowance and married 
couple’s allowance for 1990-91 were 
less than the married man’s age 
allowance that you received in the 
1989-90 tax year. 

The amount of this allowance is 
£3,540, unchanged since 1990-91. 
The allowance will no longer apply 
from 1996-97; the basic personal 
allowance will then be worth more. 


PRIVATE MEDICAL 
INSURANCE 

People aged 60 and over, or those 
who pay the premiums on behalf of 
someone else who is over 60 — a son 
or daughter, for example — can get 
tax relief on certain private medical 
insurance policies. This relief was 
restricted to the basic rate from 6 
April 1994, and is no longer an 
allowable deduction when calculat- 
ing age allowances. 

The policy must be a qualifying 
one: ask your insurer. If it is a quali- 
fying policy and the insurance 
company is in the UK, you will get 
tax relief automatically by paying 
lower premiums. For more details, 
see Inland Revenue leaflet IR103. 


WHICH@ 


Age-allowance calculator 


For both income 
and outgoings, 
enter gross figures 
-ie income 
received plus tax 
deducted, 
outgoings before 
any tax relief 
given at source. 


WHICH@® 


ADD UP YOUR GROSS (BEFORE-TAX) INCOME FOR THE TAX YEAR 


Income from your job or business 
Deduct contributions to an employer's pension scheme, payroll giving donations and 


tax for older people 
oe a SS 


allowable expenses, but include taxable perks and amounts reimbursed for expenses. r.t~‘“—sSY 
See p36. 
Income from pensions — see p36. 
Income from taxable investments — see table on p61 for a list. 
Other income 
Include income from property, taxable maintenance etc. - 
SUB-TOTAL 
DEDUCT THE GROSS AMOUNT OF TAX-ALLOWABLE OUTGOINGS 
Charitable giving under a deed of covenant or the Gift Aid scheme. (see p64). 
Maintenance payments Enter only amounts which qualify for full relief (see p52). 
Pension contributions Enter contributions which qualify for tax relief (see p44). 
Vocational training payments (if you pay for your own training). | 
Class 4 National Insurance contributions Enter half the contributions paid. 
Qualifying loan interest — but notinterest to buy your only or main home (see p54). 
DEDUCT OUTGOINGS FROM INCOME TO FIND YOUR TOTAL INCOME 
CHECK WHETHER YOUR TOTAL INCOME IS ABOVE THE LIMIT SHOWN 
Ifitis, you get no age-related increase. If it is between £14,600 and the limit, you will 
get a reduced amount of allowance — see Step 4 for the amount. 
Work out your reduced age-related allowances 
Single person or Income Married man born Income 
married woman limit limit 
Born before £16,810 After 5 April 1931, £17,150 
6 April 1931 wife 6 April 1921 to 

5 April 1931 
Born before £17,150 After 5 April 1931, £17,230 
6 April 1921 wife before 6 April 1921 

6 April 1921 to 5 April 1931, £19,360 

wife after 5 April 1921 

6 April 1921 to 5 April 1931, £19,440 

wife before 6 April 1921 

Before 6 April 1921, £19,780 

wife any age 
DEDUCT £14,600 FROM YOUR TOTAL INCOME. - £14,600 

X 
Divide the result by two. This is the reduction in your overall age-related increase. L_____} 
Personal Married 
Enter the maximum personal allowance for your age and (if married) married couple’s 
allowance for the older of you or your wife. 
. Reduction Reduction 

Deduct X from the maximum personal allowance. Enter the result, or £3,525 if more. 
If you are a married man, and not all of X was used to reduce your personal allowance 
to £3,525, deduct the unused amount from your married couple's allowance (this is 
reduced further if you married during the year — see p50). 


SHOULD YOU USE 
THE CALCULATOR? 


If your ‘total 
income’ (broadly, 
taxable income 
less some 
outgoings) is 
£14,600 or below, 
you get the full 
age-related 
allowances shown 
in the table, p48. 
But if your income 
is above £14,600, 
use this calculator 
to work out your 
allowances. 

Steps 1 and 2 are 
an abbreviated 
version of the first 
part of the full 
income tax 
calculator on p28 
— you can use the 
figure D from that 
calculator as your 
‘total income’ 
instead of Steps 1 
and 2. 


WARNING 


It is always the 
husband’s total 
income which is 
used to work out 
married couple’s 
allowance. This 
applies even if he 
has transferred 
married couple’s 
allowance to her 
and even if they 
are entitled to the 
extra allowance 
because of her 
age, not his. 
However, when a 
married man 
starts to lose 
age-related 
allowances, it is 
his personal 
allowance which 
is reduced first. 
When it has been 
reduced to £3,525, 
he may then start 
to lose the extra 
married couple’s 
allowance. 
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Barry Wilkinson 


MORE HELP 


Inland Revenue 
leaflets IR80 
(Income tax and 
married couples) 
R91 (A guide for 
widows and 
widowers) 

1R92 (A guide for 
one-parent 
families) 

IR93 (Separation, 
divorce and 
maintenance 
payments) 


The National 
Council for One 
Parent Families, 
255 Kentish Town 
Road, London 
NW5 2LX 


Gingerbread 
Advice line 
0171 336 8184 


You and 


your family 


We look at how tax will 
affect you, whatever 
your domestic 
arrangements may be 


hether you’re married, 

single, living with a partner, 
widowed or divorced, there are tax 
rules that may affect you. 


TAX AND MARRIAGE 
Both husband and wife receive a 
basic personal allowance of £3,525 
for the 1995-96 tax year. As well as 
their basic personal allowances, 
married couples can claim the 
married couple’s allowance. Since 
6 April 1995, relief on this has been 
limited to 15 per cent. Since 6 April 
1993, couples have been able to 
choose how to share out this 
allowance between themselves. 
The options are: 
w husband keeps all the allowance 
mhusband and wife elect for the 
whole allowance to go to the wife 
Wa wife may elect to receive half of 
the allowance. The husband’s 
consent is not required. 

To apply to reallocate the married 
couple’s allowance, fill in form 18. 


MARRIED COUPLE’S ALLOWANCE FOR 1995-96 


To get this, ask your tax office or tick 
the relevant box on your tax return. 
You must apply before 6 April 1996 
to get the allowance reallocated for 
the 1996-97 tax year. If you don’t, it 
all goes to the husband. 

If either your or your spouse’s 
income is too low to use any part of 


In the first year 

of marriage, the 
amount of the 
married couple’s 
allowance that you 
get depends on the 
date of your 
wedding. If you or 
your spouse are 
over 64, or over 74 
in the first year of 
marriage, you may 
be eligible for a 
higher level of 
married couple’s 
allowance (see 
p48 for details) 


Tr 


- 


1996 


6 April — 5 May 
6 May — 5 June 
6 June — 5 July 
6 July — 5 Aug 
6 Aug — 5 Sept 
6 Sept — 5 Oct 
6 Oct — 5 Nov 
6 Nov — 5 Dec 
6 Dec — 5 Jan 


6 Jan — 5 Feb 


6 Feb — 5 Mar 


6 Mar — 5 April 
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your married couple’s allowance, 
you can apply to transfer the unused 
part to the other spouse. You can do 
this within six years of the end of the 
tax year. If either you or your spouse 
is 65 or over during the tax year, you 
may be eligible for a higher rate of 
personal and married couple’s 
allowance: this is normally given 
automatically, provided the tax 
office knows the date of your birth 
and/or your spouse’s. 


Living together 

If you live together as an unmarried 
couple, you are taxed as two single 
people. An unmarried parent who 
has a child living with him or her can 
claim the additional personal 
allowance of £1,720 on top of the 
personal allowance. Two single 
parents living as a couple can have 
only one additional personal 
allowance between them. 

An unmarried couple _ living 
together have the same tax relief 
limit on a mortgage as a married 
couple — ie on the interest on a loan 
of up to £30,000 on your only or 
main home. However, if you 
exchanged contracts before 1 
August 1988 and are still getting tax 
relief on up to £30,000 each, this 
can continue. 


WHICH® 


The first year of marriage 
A married couple are eligible for the 
married couple’s allowance. The 
exact amount that you get depends 
on the date of your wedding, as 
shown on your marriage certificate. 
If you got married before 6 May 
1995, you will get the full allowance 
of £1,720 for the 1995-96 tax year. 
The graph, opposite, shows how 
much you will get if your wedding 
took place on or after this date. You 
will need to tell your tax office about 
the date of your wedding so that 
your tax allowances can be adjusted. 


Additional personal 
allowance 

A man who is getting an additional 
personal allowance because he has a 
dependent child can opt to keep it 
for the tax year in which he married 
instead of claiming married couple’s 
allowance. This is worth doing if you 
get married after the first month of 
the tax year — 6 May or later. 

A married man who lives with his 
wife who is totally incapacitated for 
all or part of the year, and who has a 
child living with him, can claim the 
additional personal allowance as well 
as the married couple’s allowance. 


Transferring allowances 
Generally speaking, you can’t trans- 
fer allowances. The exceptions are: 
@ the married couple’s allowance 

@ the transitional allowance 

@ the blind person’s allowance can 
be transferred between spouses if the 
recipient can’t make full use of it 

®@ mortgage interest relief can be 
transferred or split between spouses. 


Husband on low income 

Before independent taxation, a 
husband whose income was less than 
his allowances could set the unused 
allowances against his wife’s income. 
Because such a couple lost out under 
the new rules, which limit the 
allowance that can be transferred to 
the married couple’s allowance, a 
transitional allowance is available. 
This lets the husband transfer the 
unused portion of his personal 
allowances to his wife. Typically, this 
means the couple’s total allowances 
are frozen at the 1989-90 level until 
their other allowances increase so 


WHICHO 


tax and marriage 
So eae 


LOST ALLOWANCE 


Until 1990-91, Kathleen Wattie was 
able to get some of her husband’s 
personal allowance transferred to 
her. Since 1990-91 only the married 
couple’s allowance has been 
transferable. So that couples like 
the Watties would not lose out, a 
transitional allowance was 
introduced. However, you can never 
receive a higher transitional 
allowance in one tax year than you 


received in the previous one. Kathleen has lost out as a 
result: her transitional allowance in 1995-96 is £547, buta 
wife in her position who had been earning enough in 1990- 
91 to get the whole of her husband’s personal allowance as 
transitional allowance would be getting £1,915. 


that relief is no longer needed. But 
see ‘Lost allowance’, above, for an 
example where this wasn’t beneficial. 


IF YOUR HUSBAND DIES 
You may be able to claim the follow- 
ing allowances in the year of death: 
® widow’s bereavement allowance — 
£1,720 in 1995-96 
@ married couple’s allowance — if the 
husband didn’t have © sufficient 
income to use it in the year. (The 
whole married couple’s allowance is 
given to the husband in the year of 
his death regardless of any allocation 
you have applied to make) 
@ additional personal allowance — 
£1,720 in 1995-96. You can claim 
this if you’ve got a dependent child 
living with you. 

In later years you may be able to 
claim the following: 
® widow’s bereavement allowance — 
you can claim this in the year follow- 
ing death if you haven’t remarried 
® additional personal allowance — if 
you have a dependent child living 
with you and you haven’t remarried. 


IF YOUR WIFE DIES 
You may be able to claim the married 
couple’s allowance in the year of 
your wife’s death. The widower gets 
the whole allowance, unless the 
couple previously applied to allocate 
all or half of it to the wife. If they 
had, he can have any surplus trans- 
ferred to him if his wife had too little 
income in the year to use it all 

In later years you may be able to 
claim additional personal allowance, 
if you have a dependent child living 
with you and you haven’t remarried. 


JOINT INCOME 
If you and your spouse have invest- 
ments in joint names (for example, a 


building society account or shares), 
any income will be treated as if it was 
received in equal shares: you will 
each pay tax on half the income. 

If you own the investments in 
unequal shares, the income can be 
taxed the same way. To apply for 
this, complete form 17 (available 
from your tax office). 


YOUR HOME 
A married couple are entitled to tax 
relief on the interest on loans of up 
to £30,000 used to buy their only or 
main home (see p54). If you were 
living together before you married 
and got tax relief on a joint mortgage 
of up to £60,000, you’ll get tax relief 
on only £30,000 from the time you 
marry. If one or both of you had a 
mortgage which qualified for tax 
relief before you married, and you 
buy a new home together, you can 
get tax relief on loans on your old 
homes (for up to 12 months) pro- 
vided they are up for sale. This is in 
addition to tax relief on up to 
£30,000 of loans on a new home. 
Alternatively, if one of you moves 
into the other’s home, you can con- 
tinue to receive tax relief for one 
year on the home that you’re selling. 


WHO GETS TAX RELIEF? 
Mortgage tax relief is usually split 
evenly between a married couple if 
they have a joint mortgage, or given 
to the sole borrower if it isn’t joint. 
But you can choose how to split the 
interest — even if one of you pays all 
the interest — with an ‘allocation of 
interest’ election, using form 15 
(1990) from your tax office. 

It may be worth doing this if one 
spouse is not a taxpayer or pays very 
little tax, and you don’t get mort- 
gage tax relief under MIRAS. 


TIP 


In the year of 
marriage only, you 
can apply at any 
time in the year to 
allocate all or half 
of the married 
couple’s 
allowance to the 
wife. Otherwise, 
the whole 
allowance will be 
set against the 
husband’s income. 


TIP 


From 6 April 1995, 
tax relief on the 
widow’s 
bereavement 
allowance, the 
additional 
personal 
allowance and the 
married couple’s 
allowance has 
been restricted to 
15 per cent. 

From 6 April 
1995, mortgage 
tax relief has been 
restricted to 15 
per cent. 
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TIP 


If a husband and 
wife get back 
together in the 
same tax year as 
they split up, they 
can claim the 
married couple’s 
allowance in full 
and will be taxed 
as if there had 
been no 
separation. If they 
get back together 
in a later tax year, 
they will get the 
full married 
couple’s 
allowance in 

the year of 
reconciliation, 
provided they 
haven’t divorced. 


Splitting up 


M ost of the special tax rules 
which deal with the break-up 
of a marriage apply whether you’re 
divorced or separated. You are con- 
sidered separated for tax purposes if 
there’s a decree of judicial separation 
or a separation deed, or if the separa- 
tion is likely to be permanent. 


YOUR ALLOWANCES 

If you are an unmarried couple, split- 
ting up has little effect on 
allowances. But if you have more 
than one child and at least one lives 
with each parent, each parent can 
claim a full additional personal 
allowance from the tax year follow- 
ing the year in which they part. 

For married couples, in the tax 
year in which you part: 

@ each continues to get the amount 
of married couple’s allowance they 
were receiving when they separated 
@ if one spouse receives no married 
couple’s allowance and has a child 
living with them, they can claim a 
full additional personal allowance 
Wif each spouse had received half 
the married couple’s allowance, and 
they have two or more children who 
live with each of them for part of the 
year, each can claim £860 additional 
personal allowance to make up the 
married couple’s allowance to the 
full £1,720. If there is only one 
child, who lives with each of them 
for part of the tax year, the couple 
can claim only one lot of £860 
between them. 

In subsequent tax years, both 
parents will be taxed as single people. 
Each will get their own personal 
allowance plus any others to which 
they’re entitled. If children of the 
marriage spend time living with both 
parents, the additional personal 
allowance can be split (see Inland 
Revenue leaflets IR92 and IR93). 

Ifa couple split up before 6 April 
1990 and the husband has wholly 
maintained his separated wife with 
voluntary payments, he can continue 
to claim the married couple’s 
allowance in the tax years following 
break-up — but only until the decree 
absolute. If you can claim additional 
personal allowance, or are divorced, 
you'd be better off making the pay- 
ments enforceable and claiming an 
extra tax-free allowance. 
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YOUR HOME 


two lots of mortgage tax relief. 
If you sell the old home 


interest on loans of up to £30,000 


on a mortgage on a new home, as | 
: will not receive tax relief for volun- 
: tary payments. 


long as each pays the interest. 


If one of you stays 


Whoever stays in the old home can : 
buy out the other person’s share or | 
interest in the home and get the | 
usual relief of up to £30,000 on the : 
: from those made before then. 


interest. 


If you pay your ex-spouse’s 
mortgage 


It is normally sensible to increase the | 
maintenance you pay to include the ; 
mortgage payments, but to allow | 
your ex-spouse actually to pay the | 


mortgage and to claim tax relief (up 


to the £30,000 limit). You can then | 
claim tax relief on a mortgage of | 
- rate of tax on any amount above this. 
- The amount of relief that he or she 
- can now get is fixed at the level of 
There’s normally no capital gains tax - 
to pay on gifts between spouses. | 
: tenance payment is increased, the 
divorced or if you’re separated | 
: will remain at the original level. 


your own. 


CAPITAL GAINS TAX 


However, this doesn’t apply if you’re 
(except in the year of separation). 


INHERITANCE TAX 


tax to pay on: 


settlement 


in full-time education or training 


you made on or before your divorce. 


Maintenance 


F°: tax purposes, there are two 
Splitting up usually means that each : 

partner needs their own home. This | 
could mean two mortgages. From | 
the date you split, you each qualify 
for tax relief on interest you pay ona | 
mortgage of up to £30,000. If there - 
are two mortgages, you may be able | 
to arrange your affairs so that you get 
| ment, or 

' Man assessment from the Child 
- Support Agency 

Each of you is entitled to tax reliefon : 


types of maintenance payments: 
voluntary and enforceable. 

To get tax relief, maintenance 
payments must be enforceable. This 
means they must be made under one 
of the following: 

@ a court order 
a legally-binding written agree- 


Payments made under any other 
arrangements are regarded as volun- 
tary payments for tax purposes. You 


NEW AND OLD RULES 

Enforceable maintenance arrange- 
ments set up for the first time since 
15 March 1988 are taxed differently 


Under the new rules, ex-spouses 


> who receive maintenance pay no tax 
: on it at all; and the person who pays 


the maintenance receives tax relief of 
15 per cent of £1,720 (provided he 
or she pays maintenance of at least 
this much) in the 1995-96 tax year. 
Under the old rules, the payer 
receives tax relief of 15 per cent on 
the first £1,720, and at their highest 


relief to which they were entitled in 
1988-89. If, in later years, the main- 


amount on which tax relief is given 


: IF YOU PAY MAINTENANCE . 
A husband and wife can give unlimit- 
ed amounts of money or possessions | 
to each other without being liable | 
for inheritance tax. From the time of : 
the divorce, the position changes. : 
However, there’s still no inheritance ° 


Under new or old rules maintenance 
payments must be paid without the 
deduction of basic-rate tax. 

You will get the tax relief either 
through an adjustment to your 
PAYE code or through a lower tax 


: bill. However, at present, where pay- 
@ money paid as part of the divorce | 
: that has not been changed since 15 
™ payments that are made for the : March 1988 to or for a child who 
maintenance of a former partner, or : 
children (including adopted and : 


step-children) who are under 18 or : 


ments are made under a court order 


turned 21 before 6 April 1994, 
basic-rate tax must be deducted. Ifa 
proposal in the 1996 Finance Bill 


© goes ahead, 1995-96 is the last year 
@ in some cases, money given to you | 
following a change to an agreement | 


that this exception will apply. From 
1996-97, such payments will have 


> no tax effect. 


WHICH@ 


PAYING: THE NEW RULES 

The new rules also apply to court 
orders, legally binding written agree- 
ments for maintenance or assess- 
ments made by the Child Support 
Agency. If you make enforceable 
maintenance payments, you'll 
receive an extra tax-free allowance. 
This allows tax relief of 15 per cent 
of payments up to a limit of £1,720 
in the 1995-96 tax year. You will 
receive the extra relief only if the pay- 
ments are made directly to an ex- 
spouse who has not remarried, 
whether it is for their maintenance, 
or for the maintenance of a child of 
the family who is aged under 21. 

If the order says that the pay- 
ments are strictly to your children, 
you will not be able to claim the 
extra tax-free allowance: so it is 
important to ensure that the court 
order says that the payments are to 
your ex-spouse. 

You can’t claim the extra tax-free 
allowance for lump sums paid as part 
of the divorce settlement (even if 
they are paid in instalments), or for 
payments for which you already 
receive tax relief— for example, mort- 
gage payments. 


Payments from countries in 
the European Union 

Since 6 April 1992, it has been pos- 
sible to get tax relief on payments 
that are made under court orders or 
legally-binding written agreements 
from other countries in the 
European Union. Since | January 
1994, payments under court orders 
or agreements in European 
Economic Area (EEA) countries 
have also qualified. But payments 
under court orders or agreements 
made outside the EEA rarely qualify 
for tax relief. 


Paying maintenance to 
children 

You don’t get tax relief on main- 
tenance payments that you make to 
children under the new rules. 


PAYING: THE OLD RULES 

Tax relief on the first £1,720 you pay 
has been limited to 15 per cent since 
6 April 1995. On any amount that 
you pay above £1,720, you'll get 
relief at your highest rate of tax. 


WHICH 


However, the amount of relief you 
get will be limited to the amount of 
maintenance on which you had relief 
in the 1988-89 tax year. So, if you 
paid £2,000 to your ex-spouse in 
1988-89, you’ll get tax relief on only 
£2,000 in future tax years, even if 
you increase your payments later. 

You can choose to switch to the 
new rules at any time during the tax 
year for which your election is to 
apply, or within 12 months of the 
end of that tax year. Use form 142, 
which you can get from your tax 
office. You also have to inform the 
recipient in writing. 

Bear in mind that once you’ve 
switched to the new rules, you can’t 
change back. 


Paying maintenance to 
children 

The old rules allow tax relief on the 
amount you were paying under a 
court order to children in the 1988- 
89 tax year or in the current year if 
this is less. In 1995-96, relief on the 
first £1,720 is restricted to 15 per 
cent; on the rest, you’ll get relief at 
your highest rate of tax. 

If tax relief is claimed under the 
old rules, the maintenance payments 
to the child will be counted as the 
child’s own income, against which 
the child’s own personal allowance 
may be used. 

If the payments are made to the 
custodial parent, under the old rules, 
the maintenance payment will be 
treated as the parent’s income. 


NEW OR OLD - WHICH 
SHOULD YOU CHOOSE? 

For a maintenance agreement under 
the new rules, relief is available only 
on payments up to a limit of £1,720 
(in the 1995-96 tax year). If your 
payments are greater than this, stick 
with the old system. 

If your maintenance payments 
under the old system were less than 
£1,720, and your former spouse has 
not remarried and is unlikely to 
remarry in the future, you may be 
better off switching to the new 
system if your maintenance pay- 
ments have increased. However, if 
you make maintenance payments to 
children, you will lose all the tax 
relief on these payments. 


tax and marriage 


PBS eireeiere mares 

RECEIVING MAINTENANCE CHILDREN 
Ifyou are receiving maintenance, the AND TAX 
rules that apply will depend onwhen — ¢piigren havea 
the maintenance agreement Was personal 
made. Even if the old rules apply, — ajowance and, if 
any increases since 5 April 1989 will their income 
be tax-free. exceeds their 

allowances, they 
Receiving: the new rules have to pay tax 
Any maintenance payments that you __ like anybody else. 
receive are treated as tax-free income Children who 
— whether you’re getting them from _ have bank or 
an ex-spouse, ex-partner, parent or _ building society 
step-parent. You can use your per- _ interest can 
sonal allowances to reduce the taxon ‘register as non- 
other income. taxpayers and 

receive the income 
Receiving: the old rules gross, as long as 
If yow’re receiving enforceable main- thelr total Income 
tenance payments from an_ ex- ane anon 
spouse, the first £1,720 is tax free, thelr personal 
unless you remarry. Voluntary pay- — 

a Parents can each 
ments are not taxable. Anything give their children 
above this counts as taxable income a iymp sum that 
: with the exception of increases — prequces up to 
since 5 April 1989. £100 income 

The taxable amount is limited to _ pefore tax each 
the amount on which you were liable __ year. But if the 
to pay tax in the 1988-89 tax year. income exceeds 
So if your maintenance increased £100, the whole 
after 5 April 1989, you won’t pay tax —_lotis taxed as the 
on the extra. parents’ income. 


Enforceable maintenance from a 
parent or step-parent under a court 
order is all taxable, again with the 
exception of increases since 5 April 
1989. Any tax that may be due will 
be collected either through an 
assessment, or by adjusting the 
child’s PAYE coding. 

Ifthe person who pays the main- 
tenance changes to the new rules, 
none of the maintenance that you 
get will be taxed. 


Older children 

If you go on receiving. maintenance 
payments after you turn 2] and your 
21st birthday was on or after 6 April 
1994, those payments (which are 
paid gross) are tax-free. 

If you were 21 before 6 April 
1994 and you continue to receive 
maintenance payments under a court 
order, the payments are taxable but 
are paid with basic-rate tax already 
deducted. If the maintenance pay- 
ments are less than your personal 
allowances, you may be able to claim 
a tax refund. 
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Mark Jones 


At home with tax 


MORE HELP 


Inland Revenue 
leaflets IR87 
(Rooms to let - 
including the rent- 
a-room scheme) 
IR123 (Mortgage 
Interest relief) 
CGT4 (CGT and 
owner-occupied 
houses) 


TIP 


If you have 
interest arrears of 
up to £1,000 
which are 
capitalised and 
added to your 
loan, mortgage 
interest relief can 
still be claimed on 
the full amount 
outstanding, 
provided the total 
loan was less than 
£30,000 before the 
arrears were 
capitalised. Thus a 
loan of £29,500 
which has £800 of 
arrears added will 
attract tax relief 
on the full 
£30,300. 


Whether you’re buying or letting your home, 

it helps to know your way around the tax rules, 
so you can avoid the pitfalls and make sure 
you claim any expenses due 


hen you buy a home, you get 

tax relief on the interest you 
pay on the first £30,000 of your 
mortgage. Here we look at the rules 
covering this tax relief, what to do 
when you move home, and how 
you’re taxed when you let a home. 
For how capital gains tax can affect 
your home, see p57. 


BUYING A HOME 
If you qualify, you’ll get tax relief on 
interest paid on up to £30,000- 
worth of loans to buy a home. Prior 
to 6 April 1994, relief was given at 
the basic rate of tax then in force. 
Since 1994, it has been reduced first 
to 20 per cent and now to 15 per 
cent for 1995-96. If you have a loan 
of up to £30,000, tax relief eftective- 
ly reduces the interest rate you pay — 
for example, a rate of, say, 10 per 
cent would be equivalent to 8.5 per 
cent for 1995-96 after tax relief. 
You will normally get tax relief 
only if the home (or the part-share of 
the home) that you are buying is 
your main home. It must be in the 
UK or Republic of Ireland. 
Houseboats and caravans qualify if 
used as the main home. You can’t 
get tax relief on the following: 
@ bank overdraft or credit card debt 
@ loan where the interval between 
taking out the loan and buying the 
home isn’t reasonable — usually over 
12 months 
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B bridging loan which you’ve had 
for over 12 months 

B loan that has to be repaid within 
12 months of being taken out. 


Joint tax relief 

From 1 August 1988, the £30,000 
limit has been applied to each prop- 
erty. Before this, if you bought a 
home with another person (or 
persons) other than a husband or 
wife, you could be receiving mort- 
gage relief on up to £30,000 each. If 
you benefit under the old rules, 
think before remortgaging as tax 
relief will be restricted to £30,000 
on future loans. 

If you bought your home with 
someone before 1 August 1988 and 
then marry that person, the relief will 
be restricted in the same way from 
the date of your marriage. 


Getting mortgage tax relief 
Most home purchase loans will be 
covered by the Mortgage Interest 
Relief At Source (MIRAS) scheme. 
Under this you deduct the tax relief 
from the interest you pay to your 
lender. The Government pays your 
lender the difference. If your loan 
isn’t in MIRAS, you may get tax 
relief through an adjustment to your 
notice of assessment, or through 
your PAYE coding. You’ll need to 
give the Revenue a certificate of 
interest paid from the lender. 


Over the limit? 

If you have a loan of more than 
£30,000, you may be able to claim 
further relief if you move, if part of 
your home is let, or you have arrears 
that are capitalised (see ‘Tip’, left). 


Relief for non-taxpayers 

Even if you are a non-taxpayer, relief 
is given automatically if the loan is in 
MIRAS. If it isn’t, you may still be 
able to get tax relief. Ask your tax 
office whether your loan qualifies 
and try to claim a rebate. If you don’t 
have a tax office, write to the 
Financial Intermediaries and Claims 
Office (FICO) (Advice on Schemes 
(MIRAS)), St John’s House, 
Merton Road, Bootle L69 9BB, 
with details of your mortgage. 


A home with your job 

If you live in a home which goes with 
your job (and so counts as a tax-free 
fringe benefit), you may be entitled 
to tax relief under MIRAS ona prop- 
erty which you use as an occasional 
residence, or which you intend to 
use as your only or main home in 
due course. 


Living away from home 

You can usually be away from your 
home for up to a year at a time 
before you stop getting mortgage 
interest relief. But if your employer 
requires you to live away from home, 
you can continue to get tax relief for 
up to four years. Crown Servants 
working abroad can be away indefi- 
nitely, provided there is a reasonable 
expectation of use as the only or 
main home on their return. But if 
you let your home while you are 
away, the loan must normally be 
taken out of MIRAS and interest 
offset against the rent you receive — 
see ‘Better off with MIRAS’, p55. 


Moving home 
When you move, you may have a 
mortgage both on your new home, 
and on your (unsold) old home. You 
can get tax relief on your old home 
for up to a year, even if you aren’t 
living there. This won’t affect the tax 
relief on your new home. 

For further information about 
moftgage interest relief, see Inland 
Revenue leaflet IR123. 


LETTING YOUR HOME 
From 6 April 1995 the general rule is 
that any rent you receive will be 
treated as ‘unearned investment 
income’ and taxed under Schedule A 
(see You and the Inland Revenue, 
p5). The exceptions are the rent-a- 
room scheme (see below) and busi- 
nesses, when income could be 
treated as ‘trading income’ (see 
‘Your home as a business’, right). 
You are allowed to offset expens- 
es that you incur provided they are 
‘wholly and exclusively for the 
purpose of the lettings’ — see 
‘Allowable expenses’, below. This 
includes mortgage interest which 
can be deducted from rent received 
before calculating the amount you 
will pay in tax. 


Rent-a-room scheme 

Whether you are an owner-occupier 
or tenant, if you let part of your only 
or main home as furnished accom- 
modation, you may be able to 
qualify for rent-a-room relief which 
means you pay no tax at all on gross 
rents (rent before expenses) up to 
£3,250 (1995-96 tax year). The 
main features of the scheme are: 

B any charge made for meals, clean- 
ing, laundry ete must be added to 
the rent received when calculating 
gross rents 

Mwhere more than one person 
receives rent on one property, the 
exemption limit is £1,625 per person 
Myou get no tax relief on any 
expenses incurred. 

You must inform the Revenue on 
your tax return that you are receiving 
income within the scheme — but you 
do not have to show the amount if it 
is below the tax-free limit. 

Where rents exceed £3,250, you 
can either pay tax on the excess, or 
pay tax on all the rent less expenses as 
described above. If your actual 
expenses are less than £3,250, the 
rent-a-room election will probably 
be better for you. However, if you 
have expenses of £3,250 or more to 
offset, go for the second option. 


ALLOWABLE EXPENSES 

Where rent is received and taxed, 
you can claim certain expenses 
against income. The most common 


for periods after 5 April 1995 are: 


WHICH@ 


tax on property 
[Stk SE oe ere 


BETTER OFF WITH MIRAS 


Sarah Mulberry is in Guyana 
working with Voluntary Services 
Overseas (VSO) for two years and 
has let her house while she is 
away. The rent Sarah receives is 
just over the UK personal tax 
allowance, so Sarah will pay a 
small amount of tax - about £180 
for the 1996-97 tax year. 


Usually, if you rent out your 


home, your mortgage is removed 


from MIRAS and mortgage interest is deducted against 
the rental income you receive as an ‘allowable 
expense’. This works for some taxpayers, but for non- 
taxpayers or those who, like Sarah, will pay only a small 
amount of tax, it’s not the best route. 

Sarah wouldn’t benefit from taking her mortgage out 
of MIRAS because the amount of tax relief she receives 
under the MIRAS scheme is more than the saving she 
would make in tax (about £377 instead of £180). 

By concession, you can ask the Revenue to keep 
your loan inside MIRAS. Sarah has done this and saved 
herself almost £200 for each year she’s away. 


M water rates, ground rents and 
council tax 

B® normal repairs and decoration 

@ wear and tear (see below) 

M management expenses, such as 
phone bills, advertising 

H cost of insurance valuations and 
premiums 

@ legal fees for renewing a tenancy 
agreement 

M estate agents’ or accommodation 
agency fees, advertising 

& cost of services you provide 

B® bills you pay for, eg gas, electricity 
@ the cost of preparing an inventory 
H mortgage interest not received 


under MIRAS. 


Wear and tear 

You can claim for wear and tear of 
furnishings — cookers, carpets, cur- 
tains etc. The deduction is calculated 
either by reference to items replaced 
during the year (known as the 
renewals basis), or is based upon 10 
per cent of the rent received less 
council tax, water rates and any 
other services you pay which would 
normally be paid by a tenant. Once 
you have chosen a basis for claiming 
must stick to it. 


expenses, you 

Services 

If you provide services — cleaning, 
laundry, for example — and you 


charge for these separately, the 
income you receive from them is not 


treated as rent unless you are in the 
rent-a-room scheme. Such income 
will be assessed separately and the 
expenses of providing the services 
may be offset against this income. 


Your home as a business 

In some circumstances the letting of 
your home may be considered by the 
Inland Revenue to be a business and 
treated as ‘trading income’. The 
main examples are where you run a 
guest house or bed and breakfast 
establishment, and where you let 
furnished holiday accommodation in 
the UK. A letting will be treated as 
holiday accommodation if it is avail- 
able for letting for at least 140 days 
during each 12-month period. It 
must actually be let for 70 of these 
days, and for any period of seven 
months no tenant may occupy it for 
more than 31 days in one stretch. 
See ‘Tip’, below right. 


When you’re taxed 

If the rent you receive is treated as 
‘investment income’, you will nor- 
mally be taxed on an ‘accruals’ basis. 
So for 1995-96 you will pay tax on 
the rent accrued between 6 April 
1995 and 5 April 1996. If your 
rental income is treated as ‘trading 
income’, you may be taxed different- 
ly, although in most cases the ‘accru- 
als’ basis is now used. If you are in 
doubt , speak to your tax inspector. 


WARNING 


Always tell your 
mortgage lender 
and insurers if you 
decide to let rooms 
in your home. 
Failure to do so 
could breach the 
contractual 
agreements you 
have with both. 


TIP 


If you make a loss 
in one tax year, you 
can Carry this 
forward to be set 
against rental 
income in future 
years. Any 
unrelieved losses 
still held under the 
old rules at 5 April 
1995 can be offset 
against rent 
received during 
1995-96. 


TIP 


If the rental 
income that you 
receive is treated 
as a ‘trading 
income’, it can be 
used for 
contributions to a 
personal pension 
plan - whereas 
‘investment 
income’ cannot. 
Make sure you are 
clear which 
definition applies 
to you. 
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MORE HELP 


Inland Revenue 
leaflets CGT4 
(CGT and owner- 
occupied houses) 
CGT6 (Disposal of 
a business) 
CGT11 (Small 
businesses) 
CGT13 and CGT16 
(indexation 
allowances) 
CGT14 (Capital 
gains tax — an 
introduction) and 
CGT15 (CGT and 
married couples) 


NEW 


For 1996-97, the 
tax-free slice for 
capital gains tax 
rises from £6,000 
to £6,300. 


How to work out 
capital gains tax 


When you sell or give 
something away, you 
may have to pay capital 
gains tax 


ou can make a capital gain (or 

loss) whenever you dispose of an 
asset — by selling it or giving it away, 
for example. Broadly speaking, an 
asset is anything you own. There’s 
no capital gains tax (CGT) to pay on 
your estate when you die, but there 
may be inheritance tax (see p64). 


HOW MUCH TAX? 

In general, only gains or losses since 
31 March 1982 are taken into 
account, and some gains are tax-free 
altogether. Ifthe gain is not tax-free, 
the tax is based on the increase in 
value of the asset during the time 
you owned it. This is calculated by 
taking the final value of the asset 
when you disposed of it and sub- 


GLOSSARY OF TERMS 


ALLOWABLE 
EXPENSE 
Certain costs of 
acquiring, 
improving or 
disposing of an 
asset can be 
deducted from 
your gain (eg 
advertising, 
commission, legal 
fees, stamp duty 


FINAL VALUE 

The sale price of 
an asset when 
sold, or its market 
value at the time 
if it is given away. 
If you sell an 
asset for less 
than its market 
value, the final 
value is usually 
the market price. 


FACTOR 


INDEXATION 


Needed to work 
out indexation 
allowance. The 
formula is (RPId - 
RPla) + RPla. 
RPla is the RPI for 
the month of 
acquisition or 
expense; RPlid, 
that for month of 


tracting the initial value when you 
acquired it, and any allowable 
expenses. Losses on one asset can 
usually be set against gains on 
another. Unused losses can be 
carried forward to future years. 

So that you do not pay tax on 
increases in value due simply to infla- 
tion, you can also deduct an indexa- 
tion allowance (equal to the rise in 
inflation as measured by the RPI). 
For disposals after 6 April 1995, you 
cannot use indexation to turn a gain 
into a loss, or to increase a loss. 

The first slice of taxable capital 
gains (£6,000 in 1995-96) is free of 
tax. The rate of tax above that 
depends on your income. Use the 
calculator on p58 to work it out. 


TAX-FREE GAINS 

The main assets and transactions that 
are free of CGT, subject to certain 
conditions, are: 

@ gifts between husband and wife 

@ your only or main home (see p57) 
@ private motor cars 

Mprizes and betting winnings 
(including National Lottery prizes) 
@ British Government stocks (gilts), 
qualifying company loan stock and 
building society Permanent Interest 
Bearing Shares 

@ sterling cash or foreign currency 
for your or your family’s use abroad 
& gifts to charities, ‘national heritage 
bodies’, local authorities, govern- 
ment and universities 

@ proceeds from life insurance poli- 
cies, unless bought second-hand 


INITIAL VALUE 
The price paid for 
an asset, or its 
market value 
when you were 
given or inherited 
it (you may need 
to agree this with 
your tax office). 
For assets 
acquired before 
31 March 1982, 


and legal costs of 
defending your 
title to the asset). 
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disposal. Round 
to 3 decimal 
places. 


you have a choice 
of value. 


@ compensation for personal or pro- 
fessional wrong or injury 

@ National Savings investments 

® personal equity plans 

@ if kept for at least five years after 
issue, business expansion scheme 
shares which were issued after 18 
March 1986 and enterprise invest- 
ment scheme shares 

@ venture capital trust shares 

@ personal possessions with a pre- 
dicted useful life of 50 years or less 
when you got them. Personal pos- 
sessions with a predicted useful life 
of more than 50 years are tax-free if 
the disposal proceeds are £6,000 or 
less. If they are more than £6,000, 
your taxable gain is either your actual 
gain or 5/3 of the excess over 
£6,000, if lower. This effectively 
gives you some tax relief on disposal 
proceeds between £6,000 and 
£15,000. But if the disposal pro- 
ceeds are £6,000 or less and you’ve 
made a loss, you’re assumed to have 
received £6,000. 


ASSETS OWNED ON 31 
MARCH 1982 

For assets acquired on or before 31 
March 1982, you normally use the 
market value on 31 March 1982 as 
the initial value. If you do this, you 
can’t deduct allowable expenses 
incurred before 31 March 1982. If 
you don’t, you can use the market 
value of the asset when you got it as 
the initial value and deduct expenses, 
including those incurred before 31 
March 1982. The indexation 
allowance on both the market value 
when you got it and on pre-1982 
allowable expenses is calculated 
using the March 1982 RPI. 


PAYING THE TAX 

If you do not get a tax return, you 
must tell your tax office before 6 
April 1997 if, during 1995-96, you 
made taxable gains above £6,000 or 
received more than £12,000 on dis- 
posing of assets. If you don’t, you 
may be penalised. You’ll usually be 
sent a CGT assessment if tax is due. 
Appeal in writing within 30 days of 
the date on the assessment if you dis- 
agree with it. The tax for 1995-96 
has to be paid by 1 December 1996, 
or within 30 days of the date on the 
assessment, if later. 


WHICH@ 


Special cases 


capital gains tax 
Ra aes eee) 


ve may have to pay CGT on CGT ON YOUR HOME LETTING YOUR HOME TIP 
increases in the value of your’ Ifyou’ve lived in the whole of your If you let your main home or part — yusbands and 
shares, property and business. only or main home since you of it, there may be CGT to pay when wives can each 
acquired it, CGT won’t affect you you sell it. This depends on the pro- make £6,000 of 
CGT ON SHARES when you come to sell unless: portion of the home that’s let and gains in 1995-96 
Increases in the value of shares or you converted your home into a the length of the letting. There is no before paying tax. 
unit trusts are usually taxable capital number of self-contained flats and tax to pay if the gain is £40,000 or Consider dividing 
gains. If you acquired shares in one — sold them or built a second home in _ less and the gain from the letting is assets between 
company or units in one authorised — your garden and then sold it no more than the gain from the part you and your 
unit trust at different times, they are Ml you use part of the home exclu-  you’ve lived in. Nor is there any tax spouse to take full 
usually pooled and there are special _ sively for business to pay if you have a lodger rather advantage of both 
rules to decide which shares you dis-  ™ you were away from your home — than a tenant. See Inland Revenue _ allowances. A gift 
posed of, how much they cost, and for more than three years in total, leaflet CGT4. to your spouse 
the indexation allowance — see IR and didn’t use it as your main home isn’t normally 
leaflets CGT13 and CGT16. at some stage before and after. CGT AND BUSINESS taxable, although 
However, absences in the last three If you’re over 55 (50 for disposals it he:of she later 
Rights and bonus issues years before disposal are exempt, after 27 November 1995) or if you SolsiTt, More miay 
Extra shares you get under a rights as are some first-year and work- _ have to retire before then through ill ae pay fr 
or bonus issue count as belonging to _ related absences health, you may qualify for retire- hs ° 
the same pool as the original shares. the home is one of a series of ment relief. This means that in shatter whit you 
to which they relate. homes you bought to make money. certain circumstances all or part of ang your spouse 
You may not get full exemption your gains made from the sale of the gwned the asset. 
Takeovers and mergers for your garden if, including the following may be tax-free: 
If you exchange your shares fornew house, it’s over half a hectare. M™ assets used in your trade TIP 
shares due to a takeover or merger,it See Inland Revenue leaflet CGT4. @ shares in a trading company where 
won’t normally count as a disposal, you are a full-time officer oremploy- If you received a 
so there will be no tax then. But if MORE THAN ONE HOME? ee and own at least 5 per cent of the — bonus when the 
you exchange your old shares for You can choose which home is voting rights. See Inland Revenue Cheltenham & 
new shares and cash, you’re assumed treated as your tax-free main home—__ leaflet CGT6. Gloucester 
to have disposed of a proportion of _ preferably, choose the one on which Building Society 
your old shares (the percentage of you think you’ll make the largest REINVESTMENT RELIEF was taken over, it 
the exchange represented by cash). gain. It doesn’t have to be the one This allows you to defer paying counts as a capital 
where you live most of the time, or CGT. You can claim if you sell any — ah 
Savings schemes on which you’re getting mortgage asset on which you have made a He oe ™ 
If you invest regular sums in an _ tax relief. Tell your tax office of the chargeable gain and reinvest the ak 
approved investment trust or autho- choice within two years of buying — gains in certain unquoted trading deduct tatwon't 
rised unit trust, you can normally the second home, otherwise the companies, enterprise investment — pave to pay tax 
add together your monthly invest- Revenue will decide for you (though scheme shares, or new venture  yniegs your total 
ments and reinvested income in the you can appeal). You can change — capital trust shares. gains for 1995-96 
fund’s accounting year, subtract your choice, but this can only take When you sell shares on which _ are over £6,000. 
withdrawals and treat the total asa effect from the two years before the you have claimed relief, your original yoy can set 
single investment or disposal made — date when you notify your tax office gain will be taxable, unless you make — allowable losses 
on the date of the seventh payment. —_ of the change. another qualifying investment. against your gain; 
you may have a 
loss-making 
elraeo 
1982| 1983 1984| 1985| 1986 1987| 1988) 1989| 1990; 1991, 1992| 1993; 1994) 1995 _ it’s worth selling 
January see’ | 82.61| 86.84] 91.20] 96.25/ 100.0) 103.3] 111.0} 119.5] 130.2) 135.6] 137.9| 141.3) 146.0] before 6 April 
February see’ | 82.97| 87.20| 91.94] 96.60) 100.4) 103.7} 111.8] 120.2] 130.9} 136.3] 138.8] 142.1 | 146.9 1996. 
March 79.44] 83.12| 87.48] 92.80] 96.73] 100.6] 104.1) 112.3) 121.4] 131.4] 136.7] 139.3] 142.5] 147.5 
April 81,04] 84.28] 88.64] 94.78] 97.67] 101.8] 105.8) 114.3) 125.1) 133.1 | 138.8] 140.6) 144.2] 149.0; jmoREHELP 
May 81.62| 84.641 88.97] 95.21) 97.85] 101.9) 106.2} 115.0) 126.2] 133.5] 139.3] 141.1| 144.7] 149.6 na 
June 31.851 94.841 89.201 95.41| 97.791 101.9| 1066| 115.4] 1267] 134.1| 139.3] 141.0| 1447| 1498, The Retail Prices 
July 81.88| 8530] 69.10| 95.23| 97.52 | 101.8] 1067] 1155| 1268| 1938| 138.8| 140.7| 144.0| 1491| Index pla iggy 
August 81,90| 85.68/ 89.94/ 95.49| 97.82/ 102.1| 107.9] 1158] 1281] 134.1] 138.9] 141.3) 144.7 | 149.9 phdemen y 
September 81.85| 86.06, 90.11} 95.44, 98.30 | 102.4) 108.4] 1166 129.3] 134.6 139.4) 141.9] 145.0} 150.6 pede from 
October 82.26 | 86.36 | 90.67} 95.59) 98.45 | 102.9) 109.5] 117.5 130.3} 135.1) 139.9} 141.8] 145.2} 149.8 HMSO (try your 
November 82.66 | 86.67} 90.95] 95.92) 99.29] 103.4] 110.0) 118.5} 130.0] 135.6} 139.7) 141.6] 145.3] 149.8 local library) or 
December 82.51! 86.89] 90.87! 96.05] 99.62] 103.3] 110.3 118.8] 129.9} 135.7] 139.2; 141.9] 146.0| 150.7 by phoning 


> 


1.No CGT on gains before March 1982 0171 217 4905. 
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MORE THAN 
ONE DISPOSAL? 


If you have made 
more than one 
disposal in the 
1995-96 tax year, 
you will need to 
work through the 
first three steps of 
the calculator 
separately for 
each disposal. 


TIP 


Indexation factor 
tables are 
published in major 
newspapers each 
month or are 
available from tax 
offices. 


WARNING 


There are special 
rules if your total 
income excluding 
dividends (H from 
the income tax 
calculator, p29) is 
below the lower- 
rate band 
(£3,200), but your 
income including 
dividends (E on 
p29) is above it. In 
this case, your 
lower-rate band is 
set against any 
capital gains 
before it is used up 
against your 
dividends. 

If this applies to 
you, enter in the 
20% box at Step 6 
either £3,200 -H 
(rather than E) or 
your net taxable 
gain, whichever is 
smaller. The rest 
of the calculations 
are the same, 
except that if you 
get a minus figure 
in the 25% box, it 
means that all 
your gains not 
taxed at 20% are 
taxed at 40%. 


CGT calculator 


Final value Take the final value of the asset when you dispose of 

it (See ‘Glossary of terms’, p56). 

Initial value Deduct the asset's initial value when you got it. 
Allowable expenditure Deduct any allowable expenditure incurred 
when acquiring, improving or disposing of the asset. If you have made 
aloss, go to step 4. If you have made a gain, do steps 2 and 3 first. 


Final value: 


Unindexed gain or loss 


INDEXATION ALLOWANCE 

To calculate your allowance, multiply the initial value and each allowable 
expense by an indexation factor (See below and ‘Tip’, left). If you 
acquired an asset and incurred an expense in the same month, you can 
add them together before multiplying. If you have expenses incurred at 
different times, work out the indexation allowance for each separately, 
To calculate the indexation factor Take the RPI for the month of 
disposal, subtract from it the RPI for the month you acquired the asset 
or incurred the expense, and then divide the result by the RPI for the 
month of the acquisition or expense. Round to the nearest third decimal 
place. RPI figures are on p57. 


Initial value/expense 


Indexation factor 
x 


HAVE YOU MADE A GAIN OR ALOSS? 

Deduct the indexation allowance (the total in step 2) from your unindexed 
gain (the total in step 1). If you're left with a plus figure it is called a 
chargeable gain. If you're left with a minus figure, enter zero. 


Unindexed gain minus 
indexation allowance 


YOUR NET CHARGEABLE GAINS 

Add up all this year's chargeable gains and deduct all this year’s 
unindexed losses. If: 

® your gain is over £6,000 — go to step 5 

@ your gain is £6,000 or less — you have no CGT to pay 

@ you have an overall loss (a minus figure) — you have no CGT to pay 
and you can carry the losses forward to reduce chargeable gains in 
future years. 


Total unindexed losses 


Net chargeable 


YOUR TAX-FREE SLICE 

The first £6,000 of chargeable gains that you make in the 1995-96 
tax year are tax-free. Most trusts get only half this amount — £3,000. 
Deduct your tax-free slice from your net chargeable gains. What's 
left is your taxable gains. You can reduce these further by deducting 
any allowable losses carried forward from previous years. 


Tax-free slice 


AMOUNT OF CGT 
You pay tax as if the capital gain was your top slice of ‘income’. 
‘Income’ here means your taxable income, less any outgoings and 


Gains taxable 


at 20% 


allowances which qualify for full tax relief (figure E from the 


calculator on p28 — but see ‘Warning’, left). If Eis: 


at 25% 


@ less than £3,200: enter in the 20% box either £3,200 minus 


E, oryour net taxable gains if smaller 


at 40% 


@ less than £24,300, or you have more net taxable gains 


than those in the 20% box: deduct E plus any gains taxable at 
20% from £24,300. Enter the result — or your remaining net 
taxable gains if less — in the 25% box 

@ £24,300 or more, or you have more net taxable gains 
than those in the 20% and 25% boxes: all your remaining 
gains are taxed at 40%. 

Finally, add up all the figures in the far-right-hand column, The 
result is your capital gains tax. 


Tax 
X0.20 = 
+ 
X0.25 = 
+ 
X0.40 = 
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HOW TO WORK OUT THE GAIN (OR LOSS) ON ASSETS WHICH AREN’T TAX-FREE 


1 WORKING OUT YOUR UNINDEXED GAIN 


EXAMPLE 


"1 Bill sells his holiday home 
Initial value : 


in June 1995 for £60,000 (the 


: final value). It cost £20,000 in 
Allowable expense January 1983 (the initial 

: value). He spent £6,000 on 

: home improvements in June 
_ C_] : 1985 and £2,000 on fees to 

: expenses. He subtracts initial 
: value and allowable expenses 
: from final value for an 

: unindexed gain of £32,000. 


- 2 Towork out the indexation 

: allowance on the home’s 

: initial value, Bill takes the RPI 
- for the month he bought it 

: (82.61 for January 1983) and 


Indexation allowance the RPI for the month he sold 


: indexation factor is 
: (149.8 - 82.61) = 82.61 = 
: 0.8133 (rounded to 0.813). He 
' multiplies the initial value 
- indexation allowance 
Total chargeable gains (£16,260). The indexation 
: allowance for the expense of 
' home improvement is £3,420. 
: So Bill’s total indexation 
: allowance is £16,260 + 


: £3,420 = £19,680. 
gains/allowable losses : 


' gain is £32,000, so he has 
: made a chargeable gain of 
: £32,000 - £19,680 = £12,320. 


Losses carried forward : 


sell it. These are allowable 


it (149.8 for June 1995). The 


(£20,000) by this to get his 


3 Bill’s indexation allowance 
is £19,680 and his unindexed 


4 Bill has no other gains or 


—! : losses this year so his total 
Net taxable gains 


a : 5 Bill deducts the £6,000 tax- 
: free slice to leave £6,320. He 
: made an unindexed loss of 
: £700 last year. As he made no 
: gains, he carries this forward 
: to this year - reducing his net 
: taxable gains to £5,620. 


chargeable gain is £12,320. 


: 6 Bill’s non-dividend taxable 
: income is over £3,200, so 

: none of his gain is taxed at 

» 20%. His income including 

: dividends is £20,634, which 

~ he deducts from £24,300. 

: This leaves £3,666 to be taxed 
: at 25% and the rest (£5,620 - 
: £3,666 = £1,954) at 40%. 

© The bill is (0.4 x £1,954) + 

: (0.25 x £3,666) = £1,698.10. 


WHICH@ 


MORE HELP 


Inland Revenue 
leaflets IR110(A 
guide for people 
with savings) 
1R127 (Are you 
paying too much 
tax on your 
savings?) 

IR89 (Personal 
equity plans) 
IR114(TESSA: 
tax-free interest 
for taxpayers) 
IR137(The . 
enterprise 
investment 
scheme) 

Savings monitor 
(published every 
month in Which?) 


gives details of the 


latest savings 
rates 


Your savings 
and investments 


PENSIONERS 
GU ARANTE ED 


INCOME BONDS 
ticd 
—- 


The way in which savings and investments are 
taxed affects whether they are suitable for you 


eee income can be treated 
in three different ways. 
Taxable but paid gross The 
income is paid with no tax deducted 
— see ‘Taxable investments’, right. 
You have to pay tax on the income 
unless you’re a non-taxpayer. 
Taxed The income is paid with some 
tax already deducted. Higher-rate 
taxpayers have extra to pay. Non- 
taxpayers and, until April 1996, 20 
per cent taxpayers can sometimes 
reclaim tax — see “Taxed invest- 
ments’, p60. 
Tax-free There’s no tax to pay on 
income from these investments — see 
“Tax-free investments’, p62. 

Your choice of savings and invest- 
ments will be determined by your tax 


HOW TAXABLE INVESTMENTS ARE TAXED 


Tax year Basis used if interest Basis used if 
of assessment | started to be paid: interest stopped 
being paid in: 
Before | 1993-94 | Onorafter | 1995-96 
6 April 6 April 
1993 1994 
1994-95 see! C C C or P2 
1995-96 P PorC3 |C C 
1996-97 T TorC3 [C  —_ not 
1997-98 Cc. [Cc — [Cf applicable 
Key 1 Basis of taxation depends on when interest 


C =current-year basis 

P = preceding-year basis 

T =transitional rules: you are taxed 
on half the interest for period 6 
April 1995 to 5 April 1997 


WHICH@ 


started 


2 Inland Revenue can reassess on a current- 
year basis if this would mean a higher tax bill 
3 You should choose the basis which gives you 
the lowest tax bill. If you choose P in 1995-96, 
you must choose T in 1996-97, Alternatively, 
C applies to both years 


eee 


status, how any income is taxed and 
how any gains are taxed (see p56). 
The table on p61 summarises how a 
range of investments are taxed. 


TAXABLE INVESTMENTS 
These include some National 
Savings products and offshore bank 
and building society accounts. 

If you started your investment 
before 6 April 1994, it is currently 
taxed on a preceding-year basis. This 
means that your tax bill for 1995-96 
is based on the interest you received 
between 6 April 1994 and 5 April 
1995. The exception to this is if you 
started the investment in 1993-94, 
in which case, for 1995-96, you can 
choose to be taxed on a current-year 
basis instead — see the table, left. 

If you started to receive invest- 
ment income on or after 6 April 
1994, you’re taxed on a current-year 
basis: your 1995-96 tax bill is based 
on interest paid or credited between 
6 April 1995 and 5 April 1996. 

From 1997-98, everyone will be 
taxed on a current-year basis. To 
make the switch from the preceding- 
to current-year basis, in 1996-97, 
you will be taxed on half the interest 
received during the two years from 6 
April 1995 to 5 April 1997. 

The tax due for 1995-96 may 
have been collected through PAYE 
(sce p34 for details). If not, tax was 
payable on 1 January 1996 or within 
30 days of receiving a notice of 
assessment if you’d not had one 
before 1 January. 


savings and investments 
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TAX-FREE SAVINGS 


Alan Murray took out a TESSA 
(see p62) with the Woolwich. It 
did not have the highest tax- 
free return, but he was hoping 
for a windfall if Woolwich 
decided to convert to a bank - 
a gamble that has paid off. So 
far, he has invested £3,000 
and plans to add the maximum 
allowed in each subsequent 
year. The TESSA currently 
gives Alan 5.85 per cent tax- 
free. He is a basic-rate 
taxpayer and, from April 1996, 
would have to pay 20 per cent 
tax on interest from a savings 
account which was not tax- 
free. Such an account would 
need to yield 7.3 per cent 
before-tax to give Alan the 
same return as the TESSA. 


NATIONAL SAVINGS 

Interest on these National Savings 
products is taxable but paid gross: 
Investment account This pays a 
variable rate of interest which is 
credited yearly. The minimum 
investment is £20. 

Income bonds These have a vari- 
able rate of interest which is paid out 
monthly. The minimum investment 
is £2,000. 

Capital bonds These pay a fixed 
rate of interest. Tax is payable on 
interest credited each year, even 
though it is not paid out until the 
end of the five-year term. The 
minimum investment is £100. 
Pensioners guaranteed income 
bonds The interest is fixed for a five- 
year term and paid out monthly. The 
minimum investment is £500. 
British Government stocks held 
on the National Savings Stock 
Register Interest is fixed and paid 
twice a year — see p60 for details. 
Ordinary account This pays a vari- 
able rate of interest which is credited 
yearly. Any interest over the tax-free 


limit is taxable (see p62 for details). > 
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NEW 


You may have 
heard that gains 
from British 
Government 
stocks (gilts) and 
similar 
investments were 
soon to be taxed 
as income. But as 
far as private 
investors are 
concerned, the 
Government has 
changed its mind. 
This means that 
there is tax on the 
income from gilts 
and most bonds, 
but gains will 
continue to be 
completely tax- 
free. From 1996- 
97 onwards, the 
income comes 
within the new 
rules for taxing 
interest from 
savings. So, if you 
are a lower-rate or 
basic-rate 
taxpayer, you pay 
tax just at the 
lower rate of 20 
per cent. Higher- 
rate taxpayers 
have an extra 20 
per cent to pay. 


NEW 


From 1996-97 
onwards, if you 
are a lower-rate 
or basic-rate 
taxpayer, you pay 
tax at just 20 per 
cent on the 
income from most 
taxed and taxable 
forms of savings. 
Higher-rate 
taxpayers havea 
further 20 per cent 
to pay. Non- 
taxpayers can 
often reclaim tax 
already deducted. 
For earlier tax 
years, tax on the 
income is due at 
your highest rate. 


Taxed 
investments 


Wi: the following investments, 
tax is deducted ‘at source’ ona 
current-year basis. Whoever pays 
you the income, first deducts tax for 
the Revenue. From 6 April 1996, tax 
is generally deducted at the lower 
rate — see ‘New’, below. For 1995- 
96, tax will have been deducted at 
the basic rate. Your tax position is: 
@ if you’re a non-taxpayer, you can 
usually claim back the tax 

@ if the tax you should pay is less 
than the amount already deducted, 
you can often claim back the excess 
Mif you’re a basic-rate taxpayer, 
there’s no more tax to pay 

Wif, after adding the before-tax 
value of taxed investment income to 
your other income, you’re liable for 
tax at the higher rate, you’ll have to 
pay the extra tax in either a tax assess- 
ment, or through PAYE. 


FIRST OPTION BONDS 

These National Savings Bonds offer 
a fixed rate of interest that’s guaran- 
teed for a year at a time. Interest is 
added to the bonds yearly, but it is 
credited with tax at the basic rate 


(the lower rate from 1996-97) 
already deducted. 

GILTS 

Interest on British Government 


stocks is paid with basic-rate tax 
(lower-rate from 1996-97) deduct- 
ed, except for stocks bought 
through the National Savings Stock 
Register, War Loan and the discount 
on sale or maturity of Treasury bills. 

At present, if you sell British 
Government stocks before any inter- 
est is paid, part of the price may be 
deemed to be the interest you would 


INCOME WITHOUT THE TAX 


Interest on bank and building society 
accounts and local authority 
investments can be paid to non- 
taxpayers without deduction of tax, if 
you complete form R85. You can get 
this from your bank, building society or 
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BABY’S BONDS 


When Isabel Herrick was 


born in 1993, her great- 
aunts gave her some 
money to put into the 
building society. Even a 
child has a personal tax 
allowance: Isabel can set 
hers against her building 
society interest. Her 
parents complete form 


R85 so that the interest can build up without any 
tax being deducted. Isabel has also received gifts 
from her two grandfathers. This money is 
invested in a variety of tax-free investments: 
£100 in Premium Bonds, £500 in National Savings 
Children’s Bonus Bonds and £1,100 in a friendly 


society tax-free bond. 


otherwise have received, and it is 
taxed as income. On the other hand, 
if you buy British Government 
stocks, part of the price you pay may 
be deemed to be interest purchased. 
Tax relief will be given on this 
against the interest you subsequently 
receive. The amount of the price 
which is considered interest is calcu- 
lated on a daily basis from the last 
interest payment date. This is the 
‘accrued income scheme’, and it also 
applies to sales of most local author- 
ity and company loan stocks. 

The accrued income scheme does 
not apply if the ‘nominal’ or face 
value of all the stocks that you hold, 
which are covered by the scheme, 
comes to no more than £5,000 at 
any time in the tax year or the previ- 
ous tax year — see Inland Revenue 
leaflet IR68. 


ANNUITIES 


With purchased life annuities, part of 
your income is treated as a refund of 


your initial outlay and is tax-free; the 
rest is subject to income tax. The 
insurance company will normally 
deduct tax at the basic rate (lower 
rate from 1996-97) before paying 
you. If you’re a non-taxpayer, ask 
the insurance company for form 
R89 to get the annuity paid without 
tax. Lower-rate taxpayers can claim 
tax back using form R40. Higher- 
rate taxpayers have to pay more tax. 


DISCRETIONARY TRUSTS 


For the 1995-96 tax year, trustees of 


discretionary trusts pay tax at 35 per 
cent (34 per cent for 1996-97) on 
most of their income. This applies 
whether the income is kept by the 
trust or paid out to beneficiaries. 
With income paid out by the trust, 


you get a tax credit of 35 per cent of 


the gross amount. Non-taxpayers 
can claim this back. Basic-rate tax- 
payers and those who pay at 20 per 
cent can claim back part. Higher- 
rate taxpayers must pay extra. 


SHARES AND UNIT TRUSTS 
There are several different types of 
income from shares and unit trusts. 
We look at the main ones here. 


Ordinary dividends from UK 
company shares and 
distributions from unit trusts 
Each dividend or distribution you 
receive is treated as a net amount 
after deduction of tax at the lower 
rate (20 per cent in 1995-96). The 
dividend is accompanied by a tax 
credit for that amount. If you are a 
lower- or basic-rate taxpayer, there is 
no more tax to pay on the dividend. 
Higher-rate taxpayers have an extra 
20 per cent tax to pay. Non-taxpay- 
ers can claim the tax back. 


Stock or ‘scrip’ dividends 
If you receive shares instead of a cash 
dividend, the cash equivalent is 
_treated as the net amount of the div- 
idend after deduction of tax at the 
lower rate. If there is no cash equiva- 
lent or it is significantly more or less 
than the value of the shares, the net 
dividend is deemed to be the market 
value of the shares. You receive a tax 
credit but non-taxpayers cannot 
reclaim any tax. 


Interest distribution 

Unit trusts which invest in interest- 
producing assets, such as gilts, could 
make distributions with tax at the 
basic rate already deducted. Lower- 
rate taxpayers can reclaim part of this 
tax. Non-taxpayers can reclaim all 
the tax deducted. Higher-rate tax- 


WHICH@ 
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How your investment re Racer 0 
income is taxed if you 
are a UK resident 9 @ 
a 48° (2 |g 
Accounts (held in £ or foreign currency) at a UK wi see! 
branch of a bank or building society 
Accounts at an offshore (eg Jersey, IsleofMan) | / 
branch of a UK or foreign bank or building society 
Annuities LY | seel.2 se sa oe 
British Goverhubeel diaekea (gills) on the F =a This is refunded when the first distri- TIP 
National Savings Stock Register bution is made as an ‘equalisation You get a tax 
Other British Government stocks J | see? ae : — a concen voucher with each 
Commodity futures and options a! Tse! an equa canon payment because it iS dividend from a 
Co-operative Society deposits r aot true income but a return of company or 
Corporate bonds: debentures, loan stock, 7 ae capital , and it is deducted from your distribution from a 
other fixed-income investments initial investment for capital gains tax _ynit trust, showing 
Credit union dividends f [ purposes. the dividend or 
Finance company deposits ie ff see! distribution and 
Financial futures | | see LIFE INSURANCE the tax credit. 
Friendly society tax-exempt plans - | There will usually be no tax to payon _ Keep these as 
eg baby bonds |v L the proceeds of life insurance poli- _ proof that tax has 
Interest from private individuals of cies. But they are not tax-free invest- _ been credited or 
Interest on distributions under a will fe ments: the life company has already deducted. Under 
Local authority loans J see! paid tax on the underlying invest- the new system of 
Loans to foreign governments J see” ments and you can’t reclaim this. Self-assessment, 
National Savings Ordinary Account: Higher-rate taxpayers may have You must retain 
B first £70 (£140 joint account) / extra tax to pay if the policy is ‘non- these vouchers for 
@ remainder eA qualifying’ (see below). a certain period 
National Savings Certificates J : (see p31). 
National Savings Yearly Plan |v Qualifying policies 
National Savings Children’s Bonus Bonds ff - : di 
tional Seulate eae Na aaa These meet certain rules regarding NEW 
esemeerd i pion Bonds v the frequency of premiums and size i 
Other National Savings accounts and bonds sf ¢ 5 : From 6 April 1996, 
and nature of benefits. They include i s 
Permanent interest bearing shares J see° : vs me gene Teint BOD 
| most regular premium policies — eg lifying lif 
Personal equity plans (PEPs) vA ye all la 
| whole life insurance and most jn i 
Premium Bond prizes 4 wa : ee 
= 5 frees aeaislas Wie asuicince $4 a endowment policies lasting ten years treated as having 
policies (usually) or more. had tax already 
seve-aacuiceeie 7 Provided you keep up a qualifying deducted at the 
Share dividinds ek Uacaaaeenios a xed policy for at least ten years (or, ifless, new lower rate 
Tax exonipt S0SUNeEANGN acobents (TESSAs) | - 3 at least three-quarters of its term), applicable to 
Tax rebate int - — y you pay no tax on the proceeds. If Savings income 
reed laa ‘ you stop the policy before then, it (instead of at the 
= becomes ‘ -qualifying’ basic rate as in 
Trusts and settlements — TT | sai iain iat i H 
payments to beneficiaries | caer vere) Tes 
Unit trust distributions é, seed Non-qualifying policies oe 
- . Rs Brrr reclaimed by non- 
Ulster Savings certificates (in most cases) 7 These are usually single-premium ; There! 
War loans 7 eae investment bonds. Only the gain is hs diana 
etic _ . = cal no tax for lower- 
taxable. It is added to your income . 
1 Non-taxpayers can receive income tax- but may be treated as taxable income (eg 7 If in foreign currency, may be received for the ear in which the policy ends rate or basic-rate 
free on these investments by completing if bought in course of trade) gross but taxable i y is F ‘ taxpayers to pay. 
a registration form 5 No capital gains tax provided count as 8 Profits on sale taxed as capital gains or is cashed in. There’s no tax bill Higher. rate 
2 Part of a purchased annuity is regarded ‘qualifying corporate bonds’ 9 Insurance h id tax which nee eT aorta LAW RAVE 7 
as return of capital and is mere 6 Retum usually taxed as gains. But tax- saei be pistesl it ang _ unless YOU ake higher-rate taxpayer, taxpayers are 
3 No capital gains tax to pay free if linked to gilts or qualifying taxpayers pay no further tax in which case you could have to pay — jjable for th 
4 Return usually taxed as capital gains, corporate bonds © at 15 per ce in 1995-96 aha liable for the 
tax at 15 per cent in 1995-96 — sce difference 
‘New’, right, for details. But if it’s petween the 
the gain itself which takes you into _ higher rate and 
the higher-rate tax band, you can _ the tax treated as 
payers pay 15 per cent extra on the Income reinvested in an claim ‘top slicing relie? which may _ paid -ie 40-20 = 
grossed-up value of the distribution. accumulation unit trust reduce or eliminate the tax — to do 20 per cent from 


From 1996-97, interest distribu- 
tions will be taxed in the same way as 
other distributions (see above). 


Foreign income dividends 

Companies and unit trusts with 
earnings from overseas can issue this 
type of dividend. They are usually 
paid net of lower-rate tax in the 
normal way (see opposite). But non- 
taxpayers cannot reclaim any tax. 


WHICH@ 


eee 


The amount reinvested (apart from 
any ‘equalisation payment’ — see 
below) is treated in the same way as 
anet distribution, even though it has 
not been handed over to you. 


Equalisation payments 

When you invest in a unit trust, part 
of the price you pay may reflect 
income which has accumulated in 
the trust but not yet been paid out. 


this, contact your tax office. 

Higher-rate tax can become due 
if you cash-in part of the policy. But 
you are allowed to withdraw a 
certain amount each year (broadly, 
one-twentieth of the amount you 
have paid in premiums), while 
putting off any tax bill until the 
policy ends. Your tax position at that 
time determines what, if any, tax you 
must pay. 


1996-97 onwards 
(40 - 25 = 15 per 
cent for earlier 
years). 
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NEW 


A Statement of 
Practice in May 
1995, said that if 
you received a 
commission 
rebate when 
taking out a life 
insurance or 
pension plan, the 
rebate would 
count as taxable 
income. However, 
the Inland 
Revenue has had a 
change of heart. In 
October, it stated 
that commission 
rebates to 
customers would 
not be taxable 
after all. 


NEW 


From 1995-96 
onwards, you can 
invest in Venture 
Capital Trusts 
(VCTs). They are 
similar to 
investment trusts 
but invest ina 
range of unquoted 
companies and 
qualify for a 
variety of tax 
reliefs. 


Tax-free investments 


Wi: the following investments, 


there is no tax to pay on the 
return you get. However, the tax 
rules vary for each type. 


TESSAS 

A Tax Exempt Special Savings 
Account (TESSA) enables you to 
save with a bank or building society 
and receive the interest earned tax- 
free. These are the rules. 


Term and limits 

A TESSA must last five years. You 
can pay in up to £3,000 in the first 
year, and up to £1,800 in each of the 
following four years provided you 
don’t exceed £9,000 in total. 


You can reinvest 

After five years, you can reinvest all 
your capital (but not any of the inter- 
est) in a new TESSA, provided you 
do so within six months of the origi- 
nal TESSA reaching maturity. 


Tax-free interest 
All the interest is paid out tax-free 
when the TESSA matures. 


Early withdrawals 
If you want to make early with- 
drawals, you can take out the interest 
that has been credited to the account 
to date less a retention for basic-rate 
tax (lower-rate tax from 1996-97), 
without losing the special tax status. 
If you withdraw more than this, the 
account will be closed and all the 
interest taxed as ifit had been earned 
in that year. If an investor dies before 
the five years are up, no tax is payable 
on the interest earned so far. 
Investing in a TESSA can be a 
good idea even if you’re not sure 
that you can invest for the full five 
years. This is because TESSA interest 
rates are often higher than the rates 
on other savings accounts. Even if 
you cashed in your TESSA early and 
lost the tax-free status, your after-tax 
return could still compare well with 
the taxed return from non-TESSA 
accounts. But all the interest would 
be taxed in the year of withdrawal, so 
watch out that this doesn’t push you 
into a higher tax bracket or make 
you lose your age allowance. For 
more information, see Inland 
Revenue leaflet IR114. 
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PEPS 

A PEP (personal equity plan) is a way 
of investing in shares, unit trusts, 
investment trusts and certain corpo- 
rate bonds without having to pay tax 
on any income and capital gains 
from the investments. PEPs can be 
either ‘managed’ — run by banks or 
investment companies — or ‘self- 
select? — you make the investment 
decisions. With both types, the plan 
manager takes care of the adminis- 
tration. These are the rules. 


General PEP limits 

You can invest up to £6,000 in one 
general PEP in each tax year. The 
whole of the £6,000 can be invested 
in qualifying unit trusts and invest- 
ment trusts. A qualifying unit 
and/or investment trust is one 
which invests at least 50 per cent of 
its assets in the UK or European 
Union (EU). Up to £1,500 of the 
£6,000 can be invested in non-qual- 
ifying unit and/or investment trusts. 


Single-company PEP limits 

You can put an additional £3,000 
each tax year into a single-company 
PEP which invests in the ordinary 
shares (but not bonds) of one 
company (but not an investment 
trust). The company must be incor- 
porated and listed in the UK or EU. 


Income 

Income from the investments held 
in a PEP is usually received with 
either lower-rate or basic-rate tax 
already deducted. The plan manager 
is responsible for reclaiming tax on 
your behalf. 


Capital gains 

Any capital gain you make on your 
PEP is tax-free. But losses can’t be 
set off against gains you make on 
other assets (see p58). 


Cash 

You can deposit cash in a PEP to buy 
qualifying investments. The interest 
is paid gross if it is reinvested in the 
plan, or if the total amount with- 
drawn in any tax year is less than 
£180. But if you withdraw more 
than this, the whole of the interest 
withdrawn is taxable and you’ll need 
to declare it on your tax return. 


= EE es 


Cashing in 
You can cash in part or all of your 
PEP at any time. 


NATIONAL SAVINGS 
CERTIFICATES 

There are two types of Certificates: 
Fixed-interest and Index-linked. 
The minimum purchase for both is 
£100. The maximum holding for 
each type is £10,000, but you can 
hold a further £20,000 if you pur- 
chase them by reinvesting matured 
Certificates. 


Fixed-interest 

These offer a guaranteed income 
over five years, which is free from 
income and capital gains tax. The 
maximum holding for the current 
issue is in addition to any earlier 
issues you may already hold. 


Index-linked 

These offer a tax-free inflation-proof 
return, linked to rises in the Retail 
Prices Index (RPI). At the end of 
each year, the indexed increases and 
interest are added together and com- 
pounded for the following year. 


NATIONAL SAVINGS 
ORDINARY ACCOUNT 

This pays interest annually on 31 
December. The first £70 of interest 
is free from tax (£140 with joint 
accounts). But the rates of interest 
on the accounts are low. Any interest 
above the tax-free limit is taxable 
income (see p59). 


NATIONAL SAVINGS 
PREMIUM BONDS 

These do not pay interest, but are 
included in a monthly prize draw, 
after you’ve held them for one 
month. All prize winnings are free of 
income tax and capital gains tax. You 
can cash in your Premium Bonds at 
any time at face value. 


NATIONAL SAVINGS 

CHILDREN’S BONUS BONDS 
These can be bought for children 
under the age of 16 by anyone over 
16. They are sold in units of £25. 
Bonus Bonds attract daily interest, 
which is compounded over five 
years, and they pay a bonus which is 
payable on the fifth anniversary. 


WHICH@ 
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They may be reinvested after five WARNING 
years, but once the child reaches 21 FLEXIBLE PEPS Hvouwaatto 
- oo pennies bigs be available. Usually, you can pay only aad the capital 

y can be cashed in early, with one cash (not shares or other from a maturin 
month’s notice. Returns are exempt __ investments which you TESSAina ms 
from tax, and a parent’s tax liability is already own) into a PEP, TESSA run by a 
not affected even if they provide but there are a few different bank or 
funds for the purchases. The exceptions. Roni Lee has building society, 
maximum holding of the current a number of shares in the you need to get a 
issue is £1,000 per child. This is in | company of a previous certificate from 
addition to holdings of earlier issues. employer, which were the original 

allocated to her under a provider proving 
NATIONAL SAVINGS profit-sharing scheme your entitlement 
YEARLY PLAN (see p36). The shares to invest more 
This was closed to new investors have to be held in trust for a minimum period, but than the normal 
from 1 February 1995. If you had as the shares are released to Roni, she can have first-year Hunt. If 
already invested, you will now have a them transferred direct into a single company you reinvest with 
certificate which you can hold for up PEP (but not a general PEP). This ensures that ia =e NESSn 
to four years, earning a guaranteed the dividends and any gain, if she eventually sells pravieey, me 
rate of interest. If you cash in early, the shares, are tax-free. certestas 
the rate of interest is reduced. As Roni is a basic-rate taxpayer, she likes the one: 
idea of receiving tax-free dividends. However, she = 


SAYE ACCOUNTS 
Until November 1994, Save As You 


needs to make sure that PEP charges don’t 


outweigh this benefit. 


PEPs investing in 


Earn (SAYE) accounts were offered corporate bonds 
by building societies and banks. If are generally 
you started one before then, you can lower risk than 
carry on investing between £1 and — of qualifying unquoted companies. to invest in unquoted companies. _ those investing in 
£20 a month for five years. Interest is This includes shares traded on the — Broadly, a VCT works like an invest- ordinary shares 
added as a tax-free bonus of 14 Alternative Investment Market ment trust: it invests in the shares _ (whether the 
months’ saving at the end. You geta_ (AIM). Tax reliefon the amount you (and other securities, such as corpo- investment is 
further bonus if you leave the inter- invest is given but limited to the 20 _ rate bonds with more than five years direct or via a unit 
est and bonus invested for another _ per cent rate. But you can also claim to maturity) of a range of qualifying or investment 
two years. reinvestment relief from a capital unquoted companies; you invest by trust). They could, 
SAYE schemes started after gains tax bill arising after 28 buying the shares of the VCT which therefore, bass 


November 1994 must be linked to 
an approved savings-related employ- 


November 1994 if you are reinvest- 
ing the proceeds from selling (or 


is quoted on the stockmarket. Like 
an investment trust, the VCT pays 


reasonable — and 
more tax-efficient 


: . 3 . : : : : — alternative to the 
ee share option scheme in order to otherwise disposing of) any asset in no tax on capital gains made on the — jngurance policies 
qualify for tax-free interest. EIS shares. The reinvestment must investments it holds. commonly used in 

take place within a period running You get income tax relief at 20 endowment 
FRIENDLY SOCIETY PLANS from one year before to three years per cent on the amount you invest, mortgages. 


Friendly societies can offer tax-free 
insurance plans. Unlike normal 
insurance policies, the society pays 
no tax on the underlying investment 
funds. These are regular premium 
plans lasting at least ten years. Some 
societies market them as ‘baby 
bonds’ designed for children and 
running to age 18 or 21, say. 

The Government limits the 
amount you can invest to a 
maximum of £270 a year, if paid in 
one sum, or £25 a month. 


ENTERPRISE INVESTMENT 
SCHEME (EIS) 

Since 1 January 1994, the enterprise 
investment scheme has been avail- 
able for investment in the new shares 


WHICHO 


a 


after making the capital gain. 
Income tax or capital gains tax 
relief (you choose which) is available 
against losses made on EIS shares. 
Gains are tax-free, provided you 
hold the shares for at least five years. 
There is a minimum investment 
of £500 in any one EIS company. 
The maximum you can invest is 
£100,000 in any tax year. You can 
carry back up to half of the amount 
you invest between 6 April and 5 
October to the previous tax year, 
subject to a maximum of £15,000. 


VENTURE CAPITAL TRUSTS 

Venture Capital Trusts (VCTs) have 
been allowed since 6 April 1995. 
They are a way of encouraging you 


provided you hold the VCT shares 
for five years or more. You can also 
claim reinvestment relief from capital 
gains tax if you are investing the pro- 
ceeds from the sale (or other dispos- 
al) of any asset on which you have 
made a taxable gain on or after 6 
April 1995. The reinvestment must 
take place within a period running 
from one year before to one year 
after the gain was made. 

Distributions from the VCT are 
tax-free. Any gain when you sell 
VCT shares is also tax-free, but 
equally you cannot set off any loss 
against gains on other assets. 

The maximum amount you can 
invest in new VCTs is £100,000 in 
any tax year, 


\? 
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MORE HELP 


Inland Revenue 
leaflets IR65 
(Giving to charity) 
1R113 (Gift Aid) 
IHT2 (Inheritance 
tax on lifetime 
gifts) 

IHT3 (Inheritance 
tax: an 
introduction) 
IR45 (What to do 
about tax when 
someone dies) 
IHTS8 (Alterations 
to an inheritance 
following death) 


NEW 


Basic-rate tax has 
been reduced to 
24 per cent from 6 
April 1996. This 
slightly reduces 
the amount that 
can be claimed by 
charities on gifts 
made in 1996-97. 
If you are a higher- 
rate taxpayer, you 
will claim back 16 
per cent from April 
1996 on your gifts 
(ie 40% - 24%). 


WARNING 


If you’re a non- 
taxpayer, don’t use 
covenants or Gift 
Aid to make 
donations to 
charity. You will be 
billed for the tax 
relief which the 
charity reclaims. 
Similarly, if you’re 
a lower-rate 
taxpayer, you may 
be billed for part 
of the relief. 


Tax and gifts 


Planning can help you reduce 
the tax you pay on gifts - or 


even avoid it altogether 


here are three types of tax that 
you need to consider when you 
make a gift. 
Income tax This is important 
mainly when you make gifts to char- 
ities. Tax relief is usually available if 
you use special schemes. 
Capital gains tax (CGT) There’s no 
CGT on cash gifts, nor on what you 
leave when you die. See How to work 
out capital gains tax, p56, for 
whether there will be tax on other 
gifts you make. 
Inheritance tax (IHT) Most gifts 
that you make while you’re alive 
escape IHT. But your heirs could 
face a bill when you die. 


GIFTS TO CHARITY 

There are three tax-efficient schemes 
for giving to charity. Here we look at 
how they work and tell you who they 
are suitable for. 


A deed of covenant 

This commits you to regular giving 
and is suitable for both large and 
small donations. You get basic-rate 
tax relief by handing over an amount 
from which basic-rate tax has already 
been deducted. The charity reclaims 
this tax. 

If you are a higher-rate taxpayer 
you can claim additional relief 
through your tax office. For 
example, if you gave £300, during 
1995-96 the charity can reclaim 
£100 tax, bringing the donation to 
£400 in total. A higher-rate taxpayer 
can then claim a further £60 (15 per 
cent of £400) tax relief, reducing the 
net cost of the gift to just £240 (see 
‘New’, left). The deed of covenant 
must be capable of lasting for more 
than three years and the precise 
wording of the deed is important — 
charities can provide suitable forms. 


Gift Aid 

Use this if you want to make a single 
gift to a charity of £250 or more. Tax 
reliefis given in a similar way to relief 
on covenants. Use certificate R190 
(SD), available from your tax office. 
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Payroll giving 

From 6 April 1996, you can donate 
up to £1,200 a year direct from your 
salary or wages. (In the 1995-96 tax 
year, the limit was £900.) Tax relief 
at your top rate is given by taking the 
donations from your pay before tax 
is worked out. 


GIFTS BETWEEN 
INDIVIDUALS 
With gifts between individuals, the 
taxes you need to watch out for are 
CGT and IHT. But some gifts are 
tax-free. The following are always 
free of both IHT and CGT, whether 
they are made during your lifetime 
or on your death: 
@ gifts between husband and wife 
both domiciled in the UK 
@ gifts to UK-established charities 
@ gifts to national art galleries, uni- 
versities, local authorities and other 
similar bodies 
B® gifts of outstanding national inter- 
est made to various non-profit- 
making organisations 
@ gifts of land in the UK to regis- 
tered housing associations 
@ broadly, gifts of shares to a trust 
that holds over half of a company’s 
shares, that was set up for the 
employees’ benefit, and over which 
the trustees have voting control. 
The following gifts, which you 
might make during your lifetime, are 
always free of IHT. However, if the 
gift is an asset, rather than cash, there 
may be some CGT to pay: 
M gifts to people getting married, 
with a maximum value of £5,000 
from each parent of the couple, 
£2,500 from a grandparent of either 
partner to the marriage, and £1,000 
from everyone else 
small gifts — worth up to £250 a 
year to each recipient 
@ gifts up to any amount which are 
part of your normal expenditure out 
of income. These mustn’t reduce 
your standard of living 


@ maintenance payments made to 
€Xx-spouses 

@ gifts of reasonable amounts to 
support a dependent relative 

M@ gifts for the education, mainte- 
nance or training of your children if 
they are still in full-time education or 
training, or under the age of 19 

@ gifts to political parties represent- 
ed in Parliament. (Such gifts can also 
be made on death and are then free 
of IHT and CGT.) 

Each tax year, the first £3,000 of 
gifts not covered by the list above is 
free of inheritance tax. Spouses each 
have their own £3,000 limit. If you 
don’t use up your £3,000 limit in 
one year, you can carry it forward for 
one year — but you must use up the 
limit for the present year first. 


Potentially exempt transfers 
Most other gifts between individuals 
count as potentially exempt transfers 
(PETs). There is no IHT to pay on 
these when they are made and none 
at all if the giver survives for seven 
years. If you die within seven years of 
making a PET, the gift is reassessed 
as a taxable gift (see below). 


Taxable gifts 
A few gifts are taxable for THT pur- 
poses when you make them. These 
are mainly gifts to companies and to 
some types of discretionary trusts. 
Even then, IHT is due only if the 
sum of your gifts over the seven years 
up to the time of the latest gift (your 
‘running total’) comes to more than 


INHERITANCE TAX ON PETs 


Years between % of tax 
gift and death bill payable 
Up to 3 years 100 


More than 3, less than 4 80 
More than 4, less than 5 60 


More than 5, less than 6 40 


More than 6, less than 7 20 


More than 7 years | nil 


WHICH@ 


a 


the tax-free slice of £154,000 in 
1995-96 (£200,000 from 6 April 
1996). Tax is charged at 20 per cent 
on anything over this slice. 

If you die within seven years of 
making the gift, tax is reassessed at 
the death rates which apply at the 
time of your death. Extra tax may be 
payable but will be scaled down in 
the same way as tax on PETs (see 
table, opposite). If you die within 
seven years of making a gift and a 
PET is reassessed, the running total 
up to and including the PET is 
worked out. Tax is charged on it if 
the running total is more than the 
tax-free slice at the time of death. 
Death tax rates apply but may be 
reduced according to the table 
opposite. 


Paying tax on lifetime gifts 
Any CGT on lifetime gifts is paid by 
the giver. Liability for IHT depends 
on the type of gift. If it is taxable at 
the time the gift is made, either the 
giver or the recipient can pay the 
IHT. If the giver pays, the tax itself is 
added to the value of the gift 

If tax becomes due because the 
giver has died within seven years of 
making the gift, it is charged initially 
to the person who received the gift. 
If they can’t or won’t pay, the giver’s 
estate must pay the bill. 


GIVING AWAY A BUSINESS 

Business assets may qualify for hold- 
over relief from CGT. This means 
that there is no tax to pay at the time 
of the gift and the giver’s gain will be 
taken into account on a subsequent 
sale of the assets. But don’t claim this 
if the whole of the gain is covered by 
retirement relief. Most gifts of busi- 
ness assets already qualify for busi- 
ness property relief from IHT (more 
businesses will qualify from April 
1996). So in most cases no IHT ora 
reduced amount will be payable. 


TAX ON DEATH 

There is no CGT on assets which 
you leave when you die. But there 
may be THT to pay depending on 
the value of your estate. 


Valuing your estate 
To value your estate, add up: 
@ your property (include any prop- 


WHICHO 


————— | 


EXAMPLE 


Assume a married couple 
jointly own assets worth 
£250,000. Their wills leave 
everything to each other on 
first death and then to their 
children. They have made no 
gifts during their lifetime. 

No inheritance tax will be 
due when the first spouse 
dies as gifts between 
spouses are exempt. But it 
will be due on the second 
death if the estate left to the 
children exceeds £200,000 
(from 6 April 1996). In our 
example, tax of £20,000 
would be due - ie £250,000 - 
£200,000 x 40%. 

If £60,000 had been left to 
the children when the first 
spouse died, no inheritance 
tax would be due as this 
amount is within the ‘nil rate 
band’ which is available to 
each person. If the balance of 
the estate remained within 
the second spouse’s ‘nil rate 
band’, inheritance tax would 
be avoided altogether. But 
see ‘Warning’, below right. 


erty you may own abroad), cash, 
savings and investments including 
‘gifts with reservation? (see 
‘Warning’, top right) and life insur- 
ance paid to your estate 

Many property held in trust under 
which you are entitled to benefit 
any gifts you made in the seven 
years before death which are not tax- 
free and which are above your 
£3,000 annual exemption. 
Now subtract: 

@ gifts in your will which are exempt 
from inheritance tax — eg gifts to 
your spouse or to charity 

B your debts (eg a mortgage) and 
reasonable funeral expenses. 


If the total value of your remaining 
estate is no more than the tax-free 
slice — £154,000 in 1995-96 
(£200,000 from 6 April 1996) — 
there is no tax to pay. If your estate is 
valued above this, the excess will be 
taxed at 40 per cent. 


Tax on bequests? 

You can specify in your will that a 
bequest is to ‘bear its own tax’ — ie 
the person receiving the gift pays any 
tax due. Otherwise, [HT is paid by 
the estate — usually out of the 
‘residue’ (what’s left over after all the 
specific bequests have been made). 


inheritance tax 


_ SSS eee 
AVOIDING IHT WARNING 
per pe now to reduce the You can’t avoid IHT 
; by giving 
. . something away if 
Start making gifts early you nite 0. 
Gifts to individuals made at least _ henefit from it- eg 
seven years before your death are giving away your 
free of tax. house but 
continuing to live 
Use your gift allowances there rent-free. 
Some gifts made in your lifetime are The gift will bea 
tax-free even if you die within seven ‘gift with 
years of making the gift. reservation’ and 
still count as part 
Use your will for tax planning —_f your estate. 
Currently, each person can give up 
to £154,000 (£200,000 from 6 WARNING 
April 1996) without paying IMT. Our example 
This means that married couples works only if the 
have a joint allowance of £308,000 surviving spouse 
(£400,000 from 6 April 1996). doesn’t need the 
However, unless an individual’s whole estate to 
allowance is used during lifetime or five on. Never put 
on death, it will be lost, as it cannot yourself at risk 
be transferred to the surviving _ financially to save 
partner. By making a simple adjust- _IHT. If you are 
ment to your will, so that part of — considering the 
your estate passes on your death to _ type of IHT- 
your children (rather than wholly to _ planning in our 
your spouse), you can reduce the example, consult a 
final IHT bill substantially — or even _ Solicitor or tax 
avoid it altogether. Our example, Specialist first. 
shows the situation in more detail. 
Take out life insurance 
A whole-life policy written in trust 
for your heirs (so that it does not 
form part of your estate on death) ADDRESSES 
ue lise. to provide sunicient IHT is dealt with by 
unds to pay any tax on your death. : 
: the Capital Taxes 
You can also get seven-year term Offi 
: : ices. 
insurance for decreasing amounts to 
cover the potential taxon PETs. The _ England and Wales 
premiums will count as gifts for your Ferrers House 
beneficiaries, but could be treated as PO Box 38 
PETs or exempt payments out of Castle Meadow 
income which don’t lower your stan- Road 
dard of living. Alternatively, the pre- Nottingham 
miums could be paid out of your NG2 165 
£3,000 annual exemption. Northern Ireland 
Dorchester House 
VALUING A GIFT 52-58 Great 
For IHT purposes a gift is always Victoria Street 
valued on the loss to the giver, and Belfast 
for both IHT and CGT the value is BT2 70L 
deemed to be its open-market value — seotiand 
at the time it was given. However, Mulberry House 
special rules apply for valuing certain 16 Picardy Place 
items, eg shares, unit trusts, business — Edinburgh 
and agricultural property. EH1 3NB 
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index 


A 


Abroad 

payments 23 

pension from 47 

UK rents/interest paid 13 

untaxed income from 15 

work 8 

Accounting period 42 

Additional personal allowance 51 
Additional voluntary contributions 45 
Age-related allowances 

25, 34, 48,49 

Alimony see Maintenance payments 
Allowances 25, 29 

for widows and widowers 51 

in PAYE code 34 

on marriage 50 

on separation or divorce 52 
transferring 25, 51 

Annuities 

income from 60 

retirement annuity payments 19 
Appeals against tax 6 


Banks 

interest from 14, 60, 61 

mortgage interest 17 

Basic-rate tax 3 

Blind person’s allowance 26, 51 
Borrowing 

bank loan 17, 54 

loans from employer 40 

loans qualifying for tax relief 17, 19, 54 
mortgages 17, 50-53, 54 

British Government stocks 

14, 15, 61 

Building societies 

interest from 14, 60, 61 

mortgage interest 17 

Business see Self-employed 


C 


Capital allowances 
claimed by employee 8 

if self-employed 10, 42 
Capital gains tax 

basic rules and calculator 56-58 
and lettings 57 

and tax return 23 
Capital Taxes Office 65 
Cars 

capital allowances 42 
company car 38-39, 42 
Charities 36, 64 
Children 

allowances for 25, 50, 53 
income of 53 

Claiming tax back 5-6 
Covenants 

income from 16 

tax relief 64 

payments 21 


D 


Discretionary trusts 60, 65 
Distributions 

from unit trust 60 

Dividends from shares 60 
Divorced 52 

maintenance payments 25, 52-53 
mortgages 52 

Double taxation relief 8 
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Earnings 

freelance 10, 41 

from abroad 8 

from a job 8 

from lettings 12-13, 55 

if self-employed 10, 41-43 
Elderly and tax 

age-related allowance 25, 48-49 
pensions 11, 47-48 
Employers’ pensions 

8,11, 19, 44-45, 47 
Enterprise investment scheme 63 
Equalisation payments 61 
Estates 

payments from 16-17 
Expenses 

employee's 8 

if self-employed 10, 42-43 
landlord's 55 


F 


Fees and subscriptions 8, 43 
Freelance earnings 10, 41 
Free-Standing Additional Voluntary 
contributions 11, 19, 45 

Friendly societies 19, 63 

Fringe benefits 8, 38-40 


G 


General Commissioners 6 
Gifts 64-65 

and capital gains tax 56-58 
and inheritance tax 64-65 

to children 53 

Gift Aid 21, 64 

Grants for education 52 
Grossing-up 5 


H 


Higher-rate tax 3 

Home 54-55 

loans to buy/improve 17, 54 
working at home 41, 55 


Income 

from employment 8 

gross income 5 

from property 12-13 

from self-employment 10 
taxable income 4 

total income 4, 48-49 
Income support 12 
Income tax 3, 4 
Independent taxation 50 
Indexation allowance 56-58 
Inheritance tax 52, 64-65 
Inland Revenue 4-6 
mistakes by 5 

leaflets 67 

Interest 

from savings and investments 59-63 
on overdue tax 5,6 

on tax rebates 5 
Investment income 59-63 
reclaiming tax on 5, 60 
tax-free 62-63 

transitional rules 30 


L 


Leaving payments 8 
Lettings 12-13, 55 

Life insurance 61, 65 
Living together 50 
Loans see Borrowing 
Loans you make 61 
Local authority loans 61 
Losses 42 


Maintenance payments 

25, 28, 52-53 

Marriage 

and allowances 50-51 

joint income 51 

Married couple’s allowance 25, 50 
MIRAS 17, 28, 54 

Mortgages 17, 54 


National Insurance 

contributions 36 

for employees 36 

for self-employed 10, 41 

National Savings 14, 59, 61, 62, 63 
Notice of assessment 32-33 
Notice of coding 34-35 


O 


Outgoings 28 


p 


PAYE 5, 34-37 

codes 34 

Payments from estates 16-17 
Payroll giving 64 

Pensions 

employers’ 8, 11, 19, 44-45, 47 
SERPS 47 

State pension 11, 44, 47 

widows’ pensions 11 

Perks see Fringe benefits 
Personal allowances 25, 28 
Personal equity plans 62 
Personal pension payments 19, 45 
Personal pension plans 19, 45 
Premium Bonds 56, 62 

Private medical insurance 21, 48 
Profits from business 10, 41-43 
Profit-sharing schemes 8 
Property 

expenses 55 

income from 12-13, 55 

loans for purchase 17, 54 


Rebates 5 
Record-keeping 
self-assessment 31 
Redundancy payments 8 
Rents see Property 

Retail Prices Index 57 
Retirement 

pensions 11, 44-46, 47 
Retraining courses 40 


SSE ee 


S 


Save As You Earn 63 
Schedules 5 
Self-assessment 10, 30-31 
Self-employed 41-43 
business expenses 42-43 
capital allowances 42 
National Insurance 41 

taxable profit 42 

Separated see Divorced 
Settlements 12 

Shares 60, 61 

Single parents 50, 51 
Social security pensions 
and benefits 12, 47 
Special Commissioners 6 
Subscriptions 43 


T 


Taxable income 4 
Tax bill 

checking 27-29 
appealing against 5-6 
Tax credits 15, 61 
Tax-free 

capital gains 56 

fringe benefits 40 

gifts 64 

income 4, 59 

Tax office 6 

Tax rebates 

Claiming 5-6 

Tax return 5, 7-26 
Tax year 3 
Taxpayer’s Charter 4, 6 
TESSA 61, 62 
Top-slicing relief 61 
Total income 48-49 
Training courses 8 
Travelling expenses 8, 43 
Trusts 

income from 16, 60, 61 


U 


Unemployed 12 
Unit trusts 60, 61 
Unpaid tax 5-6 


V 


Value added tax 
(VAT) 4, 41 

Vans 

company vans 40, 42 


W 


Widow 51 

Widower 51 

Widow’s bereavement 
allowance 51 
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Here we list the 
most useful Inland 
Revenue leaflets 
and booklets 
which are 
available free 
from your local 
tax office or Tax 
Enquiry Centre 
(look under 
‘Inland Revenue’ 
in the phone 
book). 

Make sure you 
look at the up-to- 
date version of a 
leaflet —- important 
details could have 
changed since the 
old edition was 
printed. 
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Leaflets 


Basic tax information : Employing other people 
IR (insert) 1995-96 1995 — Thinking of taking someone on? IR53 1995 
Extra-statutory concessions IR1 1994 
Supplement IR1 Suppl 1995 © Tax in later years 
Residents and non-residents — : Income tax and pensioners R121. 1995 
liability to tax in the UK IR20 1993 : Tax relief for private 
* medical insurance IR103 1995 
You and the Inland Revenue : Retirement relief on 
PAYE — Pay As You Earn IR34 1996 = disposal of a business CGT6 1992 
Appeals against tax IR37_— 1995 
Investigations — the examination You and your family 
of business accounts IR72_——— 1995 Income taxand married couples %IR80 1994 
Investigations: How settlements ' A guide for widows 
are negotiated IR73 1994 — and widowers IR91 4995 
How to complain about * A guide for one-parent 
the Inland Revenue A01 1995 = families IR92 1995 
You and the Inland Revenue IR120_ 1994 © Separation, divorce and 
Tax allowances and reliefs IR90 1994 - maintenance payments IR93 1994 
Going to work abroad? R58 1992 © Tax and childcare IR115 1992 
Tax relief for vocational training IR119 1995 | 
Open Government IR141__ 1995 © at home with tax 
‘Mortgage interest relief: 
Self-assessment * buying your home IR123. 1994 
A general guide SA/BK1 1995 © Rooms to let: including the 
A guide for the self-employed SA/BK2 1995 © ‘rent-a-room’ scheme IR87 1994 
A guide to keeping records for 
the self-employed SA/BK3 1995 Your savings and investments 
A general guide to record keeping _ SA/BK4_ 1996 Personal pensions IR78 1991 
~ Personal equity plans (PEPs) IR89 1995 
Working for an employer Approved Save As You Earn 
Approved profit sharing schemes: share option schemes: 
An outline for employees IR95_—__—-1994 An outline for employees IR97_—-1994 
Income tax and relocation packages IR134 1994 © Are you paying too much 
Approved executive share © tax on your savings? 1R127 1995 
option schemes IR99_ 1994 A guide for people with savings IR110 = 1995 
Income tax and school leavers IR33 1992 — Accrued Income Scheme IR68 1990 
Income tax and the unemployed IR41 1991 = TESSA: tax-free interest for 
Lay-offs and short-time work IR42 1992 = taxpayers IR114. 1995 
Income tax and strikes IR43 1992 : The enterprise investment 
Income tax and students IR6O 1995 : scheme IR137 = 1994 
Expenses payments IR69 = 1996 | 
Income tax & company cars: Capital gains tax 
a guide for employees IR133_— 1993 © Capital gains tax and 
Income tax and incapacity benefit _IR144 1995 — owner-occupied houses CGT4 4995 
: Capital gains tax — 
Working for yourself - an introduction CGT14 =1992 
Class 4 NI contributions IR24 1993 = Indexation allowance — 
Changes of accounting date IR26 1982 disposals after 5 April 1988 CGT16 =1989 
Starting in business IR28 1993 = Capital gains tax and 
Thinking of working for yourself?  IR57 1992 small businesses CGT11 = 1990 
Simple tax accounts IR104 = 1993: 
How your profits are taxed R105 = 1994 Tax and gifts 
Capital allowances for vehicles : Giving to charity — how individuals 
and machinery IR106—— 1990 © can get tax relief IR65 =: 1993 
PAYE inspections and negotiations R109 1993 = Whatto do about tax when 
Employer's further guide to * someone dies IR45 1995 
Pay As You Earn P7 1995 = Gift Aid—a guide for 
Employed or self-employed? IRS6 1995 = donors and charities IR113_ 1994 
Giving to charity: how businesses - Inheritance tax: 
can get tax relief IR64 1993 = an introduction IHT3 1995 
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more information 
TS 


Get to grips with your 
tax - with WHICH@ 


TaxCalc takes the hard work out of 
your tax calculations for 1995-96 


TaxCalc is an easy-to-use, money-saving computer program 
which calculates how much income tax you should have paid for 
the 1995-96 tax year. On-screen prompts ask you to supply 
details of your personal circumstances, such as income from 
employment and investments, and outgoings. You 
simply key in the relevant data - and TaxCale does 
the rest. It calculates the minimum you’re legally 
obliged to pay the Inland Revenue — and how much 
the Revenue may owe you. And the program lets 


Compatibles 


you display and amend the figures you've “eects 
supplied, so you can judge the effects of ‘Onsumers: 
pp y Juag Associates 


changes in your circumstances. 


TaxCalc is supplied as a 3%” format disk 
and is suitable to run on IBM PCs and 
other compatible machines with Windows 
3.1. It features a comprehensive help 
facility, plus the full text of a number of 
Inland Revenue tax advice leaflets, 
including worked examples on topics such 
as company cars. There’s an invaluable introduction to the 

increasingly-important topic of self-assessment, and you can complete and print out your 
own Inland Revenue-approved tax return, which you can submit to the Revenue in place of 
its own return form. You can even work simultaneously on two returns — one for yourself and 
one for your partner, for example. TaxCale 1995-96 is great value for money! 


\ WHICH? WV@\A Plan ahead and save tax in 1996-97 - with 


: SAVE TAX Which? Way to Save Tax 


Which? Way to Save Tax 1996-7 is the independent guide to saving 
96-7 tax that a// taxpayers can understand. It explains how the tax rules work, 

, how to work out what you owe — whatever your circumstances — and how 

sasent guide 19 to avoid paying more tax than you need to. Covering all the changes 

sees raxation anat wl rebar introduced in the November 1995 budget, it shows you how to prepare 

mi you for for self-assessment — which nine million people must soon get to grips 

with — and looks at saving on tax in the future, rather than overpaying and 

later trying to reclaim. So if you pay tax, this book is for you! 


How to order 


To order one or both of these titles, simply call FREEFONE 0800 252100 
— or fax your order FREE on 0800 533053 — quoting code TSGA, your 
name and address, and your Access/Visa/American Express/Diners’ 
Club/Switch details. Which? Way to Save Tax 1996-7 costs just 
£14.99. And, if you order TaxCale 1995-96 now, you can get £5 off the 
standard price — that’s just £24.99 (standard price £29.99). We'll send you your 
chosen titles as soon as they’re published in early April 1996. 


Why not send for TaxCalc 1995-96 and 
Which? Way to Save Tax 1996-7 - TODAY! 


TaxCalc 1995-96 - minimum requirements: IBM 
PC 386 and 100% compatibles, Windows 3.1, VGA 
graphics, 4Mb RAM, hard disk with 10Mb free space. 


